





THE OUTLOOK 


Immigration — Money Situation More Promising — Effect of Election — The International 
Financial Conference—The Market Prospect 


HE foundation of a great change in the market is laid 

for some time before the change takes place. As a 

consequence in the transition period there is always a 

great deal of “backing and filling’’ among stocks, and ad- 
vances and drives are frequent. 

The present market in this respect is acting according to 
schedule; it has suffered from drives during the past few days 
but it is, fundamentally, in a healthy condition. 

The beginning of a big bull movement in stocks is usually 
evidenced first by an improvement in the bond market, which 
broadens and broadens until the entire security market is in 
a great upward swing. Bonds have evidenced this improve- 
ment and while certain industrial stocks have been making 
new lows, certain of the rails have reached the highest prices 


recorded for them during the year. 
a 


MMIGRATION during the war fell off 
to such an extent that American industry 
was seriously affected. The shortage of 
unskilled labor was most clearly illustrated 
by the great advances paid in wages to that class. While the 
largest advance for skilled labor was something near 100%, 
unskilled labor showed an advance of almost 350% over its 
pre-war scale. It is safe to say that, without the enormous 
influx of foreign born before the war, our great industries 
would never have recorded such progress. 

The direct benefit of increasing immigration to our indus- 
tries and our business will be large, and the cost of living 
should be appreciably affected. There is no country in the 
world which can offer such possibilities to the new-comers, 
and no country which can benefit to such a great extent as 
the United States. We are not only able to assimilate these 


UNPRECE- 
DENTED 
IMMIGRATION 
EXPECTED 
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races but, what is more important, we are able to put them 
to work whereby they will not only feed and clothe them- 
selves but will be instrumental in providing for the needs of 
multitudes of others. 

* * & 

E. have now passed through the most 

trying financial period of the year. 
During the early part of the season the 
crop-moving period was viewed with much 
apprehension; and, although we are not entirely out of the 
woods, the success with which the situation has been met 
thus far is reassuring. While we still have to move the corn 
crop (which bids fair to establish a new high record), we 
need not look for serious trouble. Indeed, all fear of any 
crisis may be dismissed. 

Money rates will probably continue at the present level for 
a time, but this should not cause any apprehension. Indeed 
a slight advance would not be unendurable. 

Business demands the first consideration in the money mar- 
ket and until the situation shall have so improved as to allow 
business more than enough money to meet its needs, we 
should not look for a great upward movement in the security 
However, signs that the bottom has been reached 


MONEY AND 
THE CROPS 


markets. 
are everywhere in evidence. 

A feature contributing to the success of the crop movement 
may be found in the transportation condition. The crops 
could not all be thrown on the market at one time, and a 
holding back, both by the farmers and by the railroads, has 
enabled the banks to meet the situation gradually. 

The crop reports are very favorable and while the total 
bushels in most cases have not touched the previous high 
records, the yield is well above the average and the qflality 
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is said to be better than usual, thereby increasing the food 
value. Contrary to the others, the corn crop is expected to 
make a new high record of 3,216,000,000 bushels, which 
will exceed the previous record by nearly 100,000,000 
bushels ! 


* 8 #8 

ANK clearings outside of New York 
City show a slowing up of business in 
THE ELECTION various sections of the country, and the 

high cost of money is being felt. While 
business is showing a hesitancy at the present time, when the 
election is finally out of the way we should see an improve- 
ment. Uncertainty has more to do with the present situation 
than the election of either candidate, consequently after the 
decision is definitely reached confidence should be restored. 
Present indications favor the Republican candidate. 

The marvelous recuperative power of American business is 
not fully appreciated by many. Our annual savings are 
enormous and the produced wealth in this country reaches a 
huge total. American business is founded upon a solid 
foundation and it is difficult to see how it can long remain 


BUSINESS AND 


in the present depressed state. Reaction has now been under — 


way for almost a year, and, as periods go, this is an average 
time for such a reaction in securities to have run its course, 


and the beginnings of an improvement should not be far off. 
s 8 #8 


HE law of “supply and demand” is as 


SUPPLY AND certain in its operations as the law of 
DEMAND gravitation and its rules must be as closely 


followed. No man nor group of men can 


control this law; the most man can do is put off its conse- 


quences for a time. 
This was never more clearly illustrated than in the “peg- 


ging” of foreign exchange during the war. To get the ex- 
changes of Europe back to normal will take a long time and 
the problems to be overcome will be great. Foreign trade 
merely means exchange of things between nations to their 
mutual benefit so that in the long run imports and exports 
must be equal, and a loan to a foreign country is only a tem- 
porary delay in this importing. Since these countries cannot 
afford to send us gold, their payments will eventually result 
in a large excess of our imports over our exports, and the 
huge war debts to this country and the enormous interest 
payments on this debt will thus necessitate a great change 
in our foreign trade. 

Previous to the war our surplus was exported but during 
the war our people were deprived of some of their necessities. 
The result was an increase in demand, an increase in the 
supply to meet this demand and a constant increase in price 
of many commodities. Now the inevitable reaction has set 
in; at first slowly, then with more and more speed until the 
great pendulum will swing to the other extreme and our com- 


modity markets will be abundantly supplied. 
* * 


HE gradual but persistent slackening in 

in business will bring its usual results. 
Competition is becoming more in evidence 
and while the stronger and more experienced 
concerns will be able to pull through, many small and inex- 
perienced companies will have to close their doors. There is, 
as a rule, a certain output possible in a given field of endeavor 
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BUSINESS 
FAILURES 


and when it becomes too crowded someone has to get out, 

While the reduction in prices made by many large cor- 
porations will cause those corporations to lose money at first, 
these reductions will hasten an improvement in volume of 
business and a more healthy state of affairs should result. 
Inflated prices, although they often stimulate a temporary 
activity, retard permanent progress. While the number of 
business failures will tend to show an increase, the investing 
public should not be discouraged. As said before, the secur- 


ity markets have a way of discounting the future. 
es 8 8 


HILE little immediate relief is ex- 
pected from the activities of the In- 
FINANCIAL ternational Financial Conference at Brus- 
Ces sels, nevertheless the foundation is being 
laid for the organization of an international credit system, an 
international clearing house and a permanent organization for 
collecting and distributing financial information of various 
countries. The freedom of commerce and the withdrawal of 
artificial restrictions upon trade, together with discrimination 
in prices, are receiving careful attention and discussion. 

The proceedings are being watched with interest in this 
country and it is hoped that something of real importance 
will be done toward the readjustment of exchange to its nor- 
mal basis. 

Foreign loans in this country have met with a very favor- 
able reception and the more important flotations have been 
promptly and generously over-subscribed. The interest rates 
paid by these nations have been high but not very much out 
of line with the price which domestic concerns have had to 
pay for their funds. Much encouragement should be derived 
from such a reception of these issues, since such loans will 
relieve the immediate necessity of large exports from these 
foreign nations at the present time when they are not able to 
meet the conditions, and thus a gradual improvement in the 


foreign situation will be permitted. 
s 8 #8 


ONEY rates, which usually advance 

at this season of the year, have con- 
tinued to be stabilized around 8% as a 
result of the action of the Federal Board 
in permitting a steady rise in rediscounts on commercial paper. 
When the commodity liquidation ends and crop moving is 
over, these rediscounts can be materially reduced and an 
easier tendency in money will develop. We are inclined to 
believe that the climax in the demand for business loans will 
be passed within 30 days. 

The trend of long term bond prices is upward. Securities 
of this class are still cheap and they are entitled to continue 
their advance, with only normal reactions. They are, of 
course, greatly helped by falling commodity prices. 

The necessity of careful selection of railroad stocks has 
recently been emphasized by a sensational drop in Texas 
Pacific, but many rails are still much below their real value. 
Speaking generally, industrial stocks have probably dis- 
counted, for the most part, falling commodity prices and 
business reaction. No long continued business depression is 
to be anticipated at present, and the fall of industrial stocks 
seems to have adjusted their values in most cases to the broad 
future outlook of the companies concerned. 
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The Problem of Government Efficiency 


What the Budget Plan Lacks—Popular Delusions vs. the Facts— What Practical Economy 


Would Mean 


By WILLIAM C. REDFIELD, Former Secretary of Commerce 


T seems clear that economical operation 

in any field must be the result of a 

thoughtful balancing of expenditures 
with income, based upon accurate knowl- 
edge of the purposes for which money is 
used. So far, however, as our disburse- 
ments of national funds are concerned the 
knowledge and the balancing are conspicu- 
ous by their absence. 

The budget system from which so much 
is expected might, indeed should, provide 
the balancing factor; but this alone is not 
enough. Accurate knowledge of the pur- 
poses for which funds are spent is essen- 
tial. This no budget can pro- 


misleading. Duplication of work exists 
—a striking example being found in the 
different organizations that function in 
our foreign trade and our domestic 
commerce. We have, for example, a 
Department of Commerce; but the 
commercial work of the government, 
instead of being centered in that de- 
partment, is diffused among a group of 
independent bodies so that there is no 
administrative coherence among them. 
So, also, there ae numerous surveying 
and map-making services. 


Furthermore, duplications sometimes 


of the actual producing forces or equip- 
ment but rather the reduction of the su- 
pervising staff. The economy of such a 
change would appear more in the reduced 
cost of each unit of output than in visibly 
lessened appropriations. 


Where Economies Could Be Effected 


Saving by a reduction of numbers is, of 
course, possible in places where the work- 
ing force may be excessive. It must, 
however, be remembered that a govern- 
ment office, like any other, must have a 
personnel sufficient to deal with the peak 

of the load. This may require 





side. 

It is well to know what we 
are to spend as compared with 
our income but, until we ac- 
curately learn why, and for 
what we spend, there can be 
no real control of national out- 


lay. 


The Popular Opinion of 
Government 

Much if not most of our 
discussion of public economy 
proceeds upon the assumption 
that the sums how appropri- 
ated are sufficient to assure the 
work of the various services 
being done adequately; that so * 
far as they are not so done it 
is because of extravagant or 
inefficient management; and 
that if modern business prac- 
tice of an efficient type were 
to replace present methods the 
current work of the govern- 
ment could be so reduced in 
cost as to effect large savings. 

These savings have been at 
different times variously and 
loosely estimated at from three 
hundred millions a year to a 
billion dollars annually. 

The public is led to believe 








a number of employees which 
at some periods might seem ex- 
cessive. Mere statements of 
total figures showing many 
more employed now than be- 
fore the war amount to little. 
Where and how are they em- 
ployed? Is their work neces- 
sary? How was their employ- 
ment created? 

We are conducting great en- 
terprises that did not exist a 
few years ago. Of these the 
War Risk Insurance Bureau is 
one, the increased public debt 
service is another, the Federal 
Board for Vocational Educa- 
tion a third. The Federal Re- 
serve Board, the Federal Trade 
Commission and the Shipping 
Board are all of recent birth. 


The casual reporter or the 
visiting Congressman can 
form no sound opinion as to 
excess forces unless or until 
he is acquainted in detail 
with the requirements of law 
and the necessities of ad- 
ministration. Neither con- 
solidations nor reduced 
forces nor the removal of 
duplications promise any se- 
rious contribution to solving 





by men of all parties that the 
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the problem of largely re- ~ 
ducing government outlay. 





current work of the country is 
excessively costly partly be- 
cause of “executive incompe- 
tence,” partly as the result of 
so-called “political” methods, 
partly through “red-tape” and 
duplication, and partly for 
other causes not clearly ex- 
plained and asserted with more 
vigor than lucidity. 

It is made to appear that 
better management would bring 
about a very considerable re- 
duction in the cost of govern- 
ment without in any serious 





A$ Secretary of Commerce under President Wilson, 
a position which he resigned in November, 1919, 
William C. Redfield had ample opportunity to analyze 
the business of government as pursued in this coun- 
try. To the average “reformer” the greatest weakness 
of our Government is its expense; to Mr. Redfield, 
it is its lack of adequate funds. 
he gives to illustrate his points are taken mainly from 
his Washington experience and they deserve careful 
study and consideration. 
The article will be continued in our next issue. 


The examples which 


The sums disbursed for those 
portions of services where these 
can apply are not large enough 
to be controlling factors. More- 
over, unless work is to be aban- 
doned, the proposed changes 
would reduce outlay chiefly by 
cutting down the overhead 
charge in each case, leaving the 
major cost still to be met. 

Let us by all means save all 
we can, but with a sane sense 
of proportion. 

The Most Effective Remedy 








degree reducing the benefits of 
government. Indeed, it even seems to be 
the hope that the benefits of government 
might be simultaneously enlarged. 

There is a certain amount of truth 
in these allegations, enough to give 
them a color of accuracy, enough also 
to make them, as all half-truths are 
apt to be, distinctly and dangerously 
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seem to exist where work, though simi- 
larly described in appropriation bills, pro- 
ceeds along parallel, complementary and 
productive lines without waste of time or 
effort. Consolidations of some services 
are possible that admit of reduced forces 
while obtaining better results. 

Yet even these permit no large decrease 


A more effective means of economy lies 
in using wisely the funds that are being 
appropriated. Certain established princi- 
ples respecting expenditure which are ac- 
cepted as matters of course in commercial 
and industrial life are conspicuous by their 
absence in government procedure as re- 
quired by law. 
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Work is only undertaken by well man- 
aged business concerns after study has 
shown how to do it in the most effective— 
that is, in the most economical way. The 
outlay is planned and the work carried 
on with the clear purpose of using money 
to the greatest advantage so as to make 
expenditure at once as small and as pro- 
ductive as possible. That course, once de- 
termined, is strictly and continuously fol- 
* lowed. The value of time and the cost 
of interruptions are understood. Every 
available means is used to prevent the 
loss of one and the occurrence of the 
other. 


This cautious policy is as commonplace 
in business as it is unusual in government. 
In government public appropriations are 
constantly so made, either as respects 
amount, time or other conditions, as to 
forbid continuous work. Sums are fixed 
which prove insufficient and rigid enact- 
ments, based on the fallacy that suspicion 
is wisdom, require the stoppage of work 
while a deficiency appropriation is asked, 
argued and perhaps secured. 


Cases of government works done on 
“the instalment plan” with frequent inter- 
ruptions because appropriations lapse or 
are insufficient are both common and cost- 
ly. It is a rare incident in government 
when important works requiring much 
time are carefully enough handled on the 
financial side to ensure their efficient con- 
tinuous execution. Stops between opera- 
tions—the bane of industry which every 
production manager abhors—are common 
in government work and Congress under- 
stands their costliness so little as to be 
almost deaf to statements concerning 
them. 


To tee the end from the beginning, 
to work steadily toward that end, to 
provide means in advance to accom- 
plish that end with the most effective 
instruments and organization — these 
are normal to private and corporate 
undertakings. They are almost equally 
abnormal to government work. 


It is in the very nature of things as 
they are that this is so. Vision is not to 
be expected of men who have never had 
an opportunity to learn the alphabet of 
extensive operations and who have been 
schooled in a system of checks and bal- 
ances so complete and rigid that, while 
preventing certain evils, it prevents also 
the doing of much that is right and nec- 
essary. This is true not only of construc- 
tion works but of the large manufacturing 
processes carried on by the government. 


Congress Lacks Direct Information 


The situation is further complicated by 
the fact that no direct means exist en- 
abling Congressmen and Senators to learn 
the facts concerning the matters of ex- 


penditure on which they act. The ignor- 
ance of Congress respecting the details of 
government work and of the most effective 
methods of doing such work appears on 
very little investigation. 

The hydrographic work of the Coast 
and Geodetic Survey is scientific profes- 
sional service of a high order. The of- 
ficers performing it are at last, after 
years of effort, fairly well compensated. 
Everyone, Congress included, knows that 
technical work of this kind on which the 


816 


lives of seafarers and property at sea 
(and therefore our sea-borne commerce) 
depend should be done with effective 
tools. The work would cost less, would 
be more quickly finished and the pub- 
lic safety would be enhanced if the 
best equipment for the purpose were 
provided. But it is not provided. In 
its century of service this Survey has 
been furnished but one ship (out of 
many in its use) that had been designed 
to do its special work! For the rest it 
has had to depend and still depends upon 
second-hand vessels, many of them old, 
slow, inefficient, and costly to maintain 
and operate. Officers and men have been 
housed in them under conditions that 
are all but indescribable in print. Yet on 
grounds of alleged “economy” efficient ves- 
sels for this service have been refused and 
for many years the service has simply had 
to take what it could get, even while 
knowing the equipment to be wasteful and 
ineffective. 


For years the essential wire-drag sur- 
veys of this service were done with hired 
private launches on which heavy special 
machinery had to be installed at the open- 
ing of each season and demounted at its 
close. Being in other respects unsuitable, 
the work done with these launches was 
much more costly and slow than was nec- 
essary. The expense of installing and re- 
moving the machines was pure waste. It 
was only after years of effort that funds 
were allowed for a few launches designed 
and built for their special duty. When 
this was done the work expanded imme- 
diately in quantity at reduced cost. Even 
now the improved conditions apply to 
only a part of the work. Much is still 
done in the old wasteful ways. 

We have not learned congressionally 
that it is cheapest to “follow through.” 

The plain truth is that so far from 
our governmental departments wallow- 
ing in an excessive supply of money 
and wasting it shamelessly, we have 
many half-supplied services living from 
hand to mouth, worrying along by ex- 
pedients adopted at a cost that would 
ruin any industry. 

The service chiefs are painfully aware 
of these facts. They are not responsible 
for them and can only in part assist in 
removing them. Few bureau chiefs are 
without plans for more efficient operation 
or for rendering better service, all of 
which depend on their being able to con- 
vince a committee of Congress that, amid 
more calls than can possibly be met, theirs 
is one that should be heeded. 


Bureau Chiefs As They Really Are 


It is as untrue as it is common to speak 
of these bureau chiefs as political ap- 
pointees changing with each election and 
thinking of their pay rather than their 
work. There may be such but I have not 
found them numerous. Many bureau 
chiefs continue at their work without re- 
gard to changing administrations and are 
the leading experts of the country on 
their own subjects. 

Another serious cause of public waste 
is the constant tinkering with government 
services by Congress, organizations and 
individuals. Few at least among the new- 
er departments pass through a fiscal year 
without some _ threatened _ structural 


change. An executive officer is never sure 
that, when a service has been carefully 
organized and developed by him, he will 
be. permitted to conduct it in that form 
for a long enough period to prove its 
value. Some amateur arises in public or 
private life to urge a change and the 
executive is suddenly summoned to show 
cause why his work should not be trans- 
ferred elsewhere or set up on a separate 
base of its own out of his charge. 

Two important tranches of the Depart- 
ment of Commerce were thus destroyed. 
Their organization was merged with 
others, their esprit de corps killed, their 
traditions nullified and in one instance a 
force of highly trained specialists was 
broken up and their services lost to the 
government. 

A department head, and, in lesser de- 
gree, service chiefs have not infrequently 
to act as did Nehemiah—working with one 
hand and fighting with the other, striving 
to get results from a service while de- 
fending its existence. 


The Writer’s Experience 

For several years it was the writer’s 
experience to resist at each session of 
Congress efforts from within and with- 
out to change the organization of an im- 
portant service or to do away altogether 
with some of its most fruitful work. It 
was also his experience to have a private 
organization prepare elaborate plans for 
the substantial reconstruction of his de- 
partment without informing, much less 
consulting, him; and to learn of the mat- 
ter only when measures had been taken 
which looked to the early enacting of law 
making thg changes. 

Of course, there must be evolution in 
government organization and the ex- 
perience of industrial life should be 
applied fully to the improvement of 
official methods. Constant growth and 
regular development are desirable, in- 
deed necessary. But to carry. these 
processes to such an extreme as to ren- 
der an officer uncertain what he shall 
have to administer and what its func- 
tion is to be destroys efficiency in man- 
agement and promotes that lazy op- 
portunism which is too much the bane 
of official operations. 

(To be continued.) 





ITALY’S DIMINISHING IMPORTS 


According to figures compiled by Trade 
Commissioner H, C. MacLean, of Rome, 
Italy’s imports of principal raw materials 
during the first four months of 1920 show 
a radical reduction from imports during 
the same period of 1919. 

In the case of pig iron the reduction in 
1920 amounts to about 45%, while the 
quantity of other metals, copper, nickel, 
lead, and zinc, has fallen to less than 10% 
of the receipts in 1919. Imports of crude 
rubber were about 25% of the total for the 
previous year, while the reduction in raw 
cotton amounts to 38,500 tons. 

The condition of Italian industry, indi- 
cated by the figures in question, is hardly 
a favorable one. The principal factor in 
bringing about the decrease in Italy’s pur- 
chases is unquestionably the unfavorable 
rate of exchange, which has served to limit 
orders to bare necessities. 
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Harriman interview published in this 

Magazine in the September 4th issue. 
Some international “fixers” agreed with 
Mr. Harriman in his proposal to fund the 
allied debt, and in place of the ambassa- 
dorial notes lying dormant in diplomatic 
portfolios, inaugurate through a common 
wreement a joint obligation at a higher 
rate with a maturity, to replace the Lib- 
erty and Victory bonds which are glutting 
the banks. Others of the economic sharps 
wagged negative heads over the scheme. 

The burden and purport of Mr. Harri- 
man’s proposition was to afford some 
measure of tax relief,—a very live ques- 
tion to-day. 

“Go to someone who knows taxes,” 
commanded the editor,—“to someone who 
knows the whole intricate works. Go to 
Thompson of the National City.” 

I went to Thompson. I showed him the 
Harriman interview. He had 
already read it carefully. He 


() Hare a hubbub was caused by the 


Sinclair Thompson on the Taxation Problem 


Head of the Tax Department of the National City Bank Comments on J. W. Harriman’s Unique 


Taxation Scheme 
By WILLIAM McMAHON 


money with an obligation just as moral 
but not as binding and therefore not as 
collectable. Supposing Jones said to me, 
‘Now look here, Thompson, you get Smith 
to pay you what he owes you and let me 
out. Of course I owe you, but if Smith 
pays you what he owes you, you will have 
the money you need and therefore you 
will not need the money from me.’ Mag- 
nificent consummation! 

“There should be no such thing among 
nations or among individuals as vicarious 
obligation and vicarious adjustments. 

“Uncle Sam incurred a debt among his 
own people. The thing for Uncle Sam to 
do is to pay that debt. Our Uncle Sam 
has no wealth. He is a perpetual passer 
of the hat. The Government is only a 
name signifying agency. When Uncle 
Sam pays a bond at maturity, it means 
that the people pay it through the agency 
of the Government. 






tax burden. Even if we did not change 
the tax rate, although that would be de- 
sirable and surely would be required if 
we got the proper return information, the 
matter could be adjusted. The change in 
the law should be as follows:—Require a 
return on the basis of gross income from 
every one. If every one were required 
to make such a return, he naturally would 
insert in the return all the deductions 
which the statutes would permit him. 
Thus the taxing authorities would have 
real information as to the net income of 
tax payers. 

“As it is now, the tax payer makes the 
return on the basis of his own statement, 
his own deduction, and his own estimate 
of his net income. 

“Those who have the experience of ob- 
serving and handling the administration 
of the income tax know that there are 
many cases where the tax payer’s deter- 

mination of net income is not 
in accordance with the pro- 








read it again and said: 

“Mr. Harriman’s idea is all 
right—if it could be done. A 
note is better than an I. O. U. 
A note bearing 6% is better for 
the holder than a note bearing 4 
five. A note with many in- 
dorsers is better than one with 
none. A note that is paid is 
better than a memorandum un- 
paid. If our debtors all paid 
us, we would not need to have 
creditors, and the tax gatherer 
would not hunt us nor haunt 
us. 








i R. SINCLAIR THOMPSON is at the 
head of the tax department of the Na- 
He has 
made a specialty of the subject of taxation for 
many years, especially the present intricate and | 
involved problems presented by the new Internal | 
} Revenue law. 

Mr. Thompson’s position is purely advisory 
and those who come to him are not only the 
capitalists of downtown New York, but con- 
gressional committeemen as well, who are en- 
trusted with the tax-making powers. 


tional City Bank of New York. 





visions of the statute. Such 
men early reach the conclusion 
that if an amendment as sug- 
gested above could be made to 
the tax law, the amount of 
| taxes collected would be mate- 
rially increased. 
“The collection of 
based on inequity is demoraliz- 
ing to the people. 


| Individuals as Liable as Cor- 


taxes 


porations 


“Corporations are required to 
make returns under the income 








“But I am afraid,” continued 





tax law, though they may have 





Mr. Thompson, “that Mr. Har- 

timan’s plan is, in some de- 

gree, another manifestation of the gen- 
eral inclination to shirk our war bur- 
den. The people of every nation as 
well as our own seek relief from taxes. 
A man will cheerfully give of his sub- 
stance in times of national stress,—will 
offer even his life as a sacrifice on the 
altar of his country in obedience to his 
country’s call, but will hedge on paying 
taxes after the war is over. 

“Unquestionably if we could get the 
notes of these allied governments to bear 
interest, and if the interest were paid 
promptly, it would give our Government 
a fund which it lacks now, and to that 
extent the situation would be relieved. 

“If a man owes money to another and 
doesn’t pay the interest, to say nothing of 
the principal, it is an unfortunate situa- 
tion. Also, it may be inexpedient to en- 
force payment. Also, it is impracticable 
to enforce payment even if expedient, 
when the instrument is lacking in the 
enforceable provisions. 

“Suppose that Jones owed me mohey 
and had given me a note in due form, 
bearing the regular legal rate of interest, 
and was an honest man and able to pay 
his debts. Suppose that Smith owed me 
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The Inequalities of the Present System 


“Undoubtedly, however, there are 
some absurd things to our present in- 
come tax system. In addition to being 
absurd, it is inequitable. The burden is 
not properly distributed. We have, ac- 
cording to the last census, 105,000,000 
people. One out of three of us is in a 
class which should account for some 
taxes. In other words, there should be 
approximately 35,000,000 people who 
ought to share in varying degrees the 
present burden of taxation. What do 
we find? We find that there are less 
than 6,000,000 tax returns! 

“All but about 425,000 report taxable 
incomes of less than $5,000. This 
means that the bulk of the $5,000,000,000 
of taxes collected under the income tax 
act is shouldered by less than a half 
million people.” 

“Can you suggest a 
Thompson ?” 

“The remedy is not to be found in 
juggling, but in revising the law. There 
should be an equitable distribution of the 


remedy, Mr. 


no income at all. The filing of 
; a charter is all that is needed to 
require a corporation to file a return. Why 
not make individuals do the same? 

“This question was taken up in Con- 
gress at a time when the present law was 
being formulated. Congressmen, especi- 
ally from the West, would have none of 
it. Members of Congress who represented 
agricultural districts kicked on the plan 
on the ground that the farmers would 
have to pay too much taxes. Of all 
classes of people the farmer is paying in 
proportion the least income tax. If a 
farmer buys a threshing machine costing 
several thousand dollars and pays for it 
out of his earnings for the year, the 
amount is deducted from his gross, even 
though the threshing machine may mean 
an increase of his income for years to 
come. But farmers are not the only tax- 
dodgers. 

“Men come to my office who are enjoy- 
ing a yearly income of $15,000 and up- 
wards and make all sorts of advances in 
the fond hope that I will manage to find 
some way or other to relieve them from 
paying their just share of the Govern- 
ment burden. In no case have I lent my 
assistance to this sort of thing. Men 
(Continued on page 847) 
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Foreign Trade and Securities 


Brilliant Trade Opportunities in India 


Huge Market Now Importing Goods That Were Exported Before the War—German and 


— trade is immense. In the fis- 
cal year 1917-18, India’s imports 

amounted to $597,112,925 and the exports 
to $860,530,410. Through the ages, and be- 
fore the British occupation, India was a 
great manufacturing country. Her silk 
and muslins, shawl and brocades, brass 
and wood works were sent all over the 
civilized world. 

On account of the destruction of her 
industries, however, India is to-day be- 
come dependent on foreign goods. To- 
day cotton manufactures, cotton twist and 
yarn, iron, steel, copper, sugar and in- 
numerable other products are being im- 
ported into India. 

Dislocation of Trade 


The tremendous growth of India’s 
trade with America and Japan, the de- 
cline of British trade in India, and the 
utter ruin of German, Austrian and Bel- 
gian trade in India, may best be under- 
stood from the table herewith compiled 
from official statistics. 

Before the war Germany was second 
only to Great Britain in her export trade 
with India. Within a short time, she 
flooded the market of India with 


British Products Unpopular 
By BASANTA KOOMAR ROY 








ASANTA KOOMAR ROY, 
writer of this article on Amer- 
ican trade opportunities in India, 
studied while in his native land at 
Calcutta University. He later 
graduated from the University of 
Wisconsin in the United States of 
which he was an Extension Lec- 
turer for two years. 
Mr. Roy has contributed articles 
on Indian and Oriental problems to 
a number of trade journals. 




















£2,211,165, and in 1917-18 nothing; to 
Austria-Hungary in 1908-9 £771,416, and in 
1917-18 nothing; to Belgium in 1908-9 £1,- 
667,135, and in 1917-18 nothing; to U.S. A. 
in 1908-9 nothing and in 1917-18 nothing. 
Neither Great Britain nor Japan produces 
any cotton. Consequently Great Britain 
imports every year raw cotton worth 


$953,860,000 and Japan worth $333,993. 
325, whereas America is the great. 
est cotton-producing country in the 
world. By a little more intelligent man. 
agement America can immeasurably in. 
crease her trade in cotton manufactures 
in India, the things India needs and buys 
the most of. 


America’s Trade Increasing 


At any rate, America’s export trade 
with India is increasing by leaps and 
bounds. In 1908-9 it was $10,908,490 and 
in 1918-19 it went up to $69,165,525, 
American exports to India mainly con- 
sist of oils, hardware, iron and steel, 
machinery and mill work, tobacco and 
cotton piece goods. And her imports 
from India include hides and skins, jute 
and jute products, indigo, shellac, man- 
ganese ore, mica, oils, india rubber gum, 
saltpeter, tea, spices, flax, oilseeds, etc, 
etc. The possible development of Amer- 
ica’s general trade with India is incal- 
culable. 

The secret of Germany’s former phe- 
nomenal commercial success in India was 
the fact that the Germans manufac- 
tured and offered for sale a kind of 








all kinds of merchandise. In 1913- 
14 she had 27% of India’s total 
woolen imports; 26% of toys; 18% 
of hardware; 17% of paper and 
pasteboard; 14% of glass and 
glassware; 12% of chemicals; 10% 
of cement; 10% of salt; 7% of 
silk manufactures; 7% of mineral 
oils; 5% of machinery and mill 
work; 3% of motor cars; 3% of 








United Kingdom . 
Germany 7 


United States .... 


VARIATIONS IN INDIA’S FOREIGN TRADE. 
Countries 1908-9 1913-14 1917-18 


z: ‘487, 18 2,860,279 
2,193,698 3,193,579 

8,186,782 

1,548,061 2,888,542 

1,171,845 1,794,406 

*In 1918-19 


India’s trade with the U. 8. 


£13,833, 105, 


. £50,781, = £78,388,149 £54,514,299 
4,875, 52) 8, 443,862 7,156 


#7,875, 854 
12,175,336 
4 


267 
1,086,833 


totaled 


goods the people of India wanted and 
needed. Japan is doing the same. 
America, on the other hand, has so 
far been satisfied with trying to sell 
. only the goods she wants to sell. 
In this matter, the more America 
works through Indian trade experts, 
the better. It is a healthy sign that 
many of the forward-looking im- 
port and export firms in New York 











matches, and only 2% of cotton 


and Chicago are more and more 





manufactures. 


seeking the co-operation of 





Cotton manufactures con- 
stitute the greatest bulk of 
India’s imports. In 1917-18 
they amounted to 4£37,801- 
744. Of this Great Britain 
sent £33,211,917; Japan has 
£3,449,187; Italy £748,785; 
U. S. A, £244,810; France 
£12,338 ; Austria-Hungary 
£10,534. These figures tell 
the tragic tale of India’s de- 
pendence on foreign markets 
for her supply of cotton 
- goods, though in the same 
year (1917-18) she exported 
to different countries raw 


cotton worth £28,438,273. 





ree 
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young Indian business-men for 
the development of trade. 
It should not be conceived 
that America has made no 
progress in her Indian trade. 
On the contrary, she has al- 
ready made great strides for- 
ward, as indicated in the fol- 
lowing statement published in 
the British Board of Trade 
Journal of May 13 Iast: 
“There is no doubt whatever 
that American competition has 
come to stay. A determined 
effort is being made to secure 
a large share of the valuable 
trade of India-in steel and 
steel work, machinery of all 








India’s export of raw cot- 
ton to Japan in 1908-9 
amounted to £4,467,634 and 
in 1917-18 to £20,512,413; to 
United Kingdom in 1908-9 
£671,964 and in 1917-18 4£3,- 
966,456; to Germany in 1908-9 
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THE ROADSTEAD AT BOMBAY 


This is one of the four great ports of India. It serves the cotton 
trade of the west, as Calcutta serves the valley of the Ganges to 
the east, and Madras the southernmost part of this great Empire 


kinds, mill stores and hard- 
ware, canned provisions, mo- 
tor cars, lorries and cycles. 
It is impossible at present even 
to estimate the probable fu- 
(Continued on page 879) 
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Great Britain’s Economic Recov- 
ery and Preparations for World 





ECENTLY pub- 
lished figures on 
the external debt 


GREAT 
BRITAIN’S 


EXTERNAL show important changes 
DEBT since March 31, 1919. 

At that date the total 
external debt stood at £1,364,850,000. 
By the end of March 31, 1920, this 
amount had been reduced to #£1,278,- 


714,000, indicating a decrease in the debt 
of £86,136,000. Since the latter date ar- 
rangements have been made for further 
reductions amounting to £80,000,000. At 
the present rate of reducing the external 
debt, it will probably be liquidated in toto 
by 1935, illustrating once again the ability 
of Great Britain to eventually get on her 
feet after devastating conflict. 





BRITISH HEN one studies 
PLANS FOR the remarkable 
EXPORT machinery for in- 
EXPANSION ternational trade now 


possessed by Great Brit- 
ain, it is not difficult to 
see why she is making such headway to- 
wards recuperation. According to the 
Guaranty Trust Company, the British 
now have a network of associations, com- 
binations, banks and governmental de- 
partments, marvellously constructed for 
the purpose of capturing trade in every 
part of the world. 

The British business man is determined 
to regain the business won from 





Trade 


ganization known as the British Trade 
Corporation, incorporated in 1917, with 
an authorized capital of £10,000,000, of 
which £2,000,000 has been fully paid up. 
This corporation has made possible the 
export of goods of many millions of 
pounds value and its policies have been 
freely availed of by all classes of British 
merchants and manufacturers, The Brit- 
ish Trade Corporation is interested in the 
South Russia Banking Agency, the* Por- 
tuguese Trade Corporation, and _ the 
Anglo-Brazilian Commercial and Agency 
Company. Another important undertak- 
ing of this organization is the Levant 
Company, Ltd., which may become a pre- 
dominant influence in taking care of Brit- 
ish interests in the Near East. In this 
connection, it is worth while noting that 
the British Trade Corporation has ac- 
quired the entire capital stock of the Na- 
tional Bank of Turkey. This latter step 
is typical of British enterprise. 

Many other organizations have been 
formed for the purpose of pushing British 
export interests. Among these are the 
Anglo-Danubian Association, the P. & O. 
Banking Corporation, the Anglo-Baltic 
and Mediterranean Bank, Ltd., and the 
African and Eastern Trade Corporation. 
Through these corporations and many 
others which have long been in exist- 
ence, Great Britain hopes to carve out a 
very large share of the world’s business. 











Overseas Trade, and was formed in 1918 
by the British Foreign Office and the 
British Board of Trade jointly, a certain 
number of officers being appointed by 
each of these organizations. It is divided 
into various bureaus, each intended to 
look after the interests of a specific trade. 
Thus there is a Committee on Engineer- 
ing Trade, a Committee on Electrical 
Trades, a Committee on Iron and Steel 
Trade, etc., etc. These committees make 
investigations which are followed by 
recommendations and suggestions con- 
cerning selling policies to be adhered to 
by the interests whom they serve. 

This policy of “team-work,” so typical 
ot Great Britain, is very likely to make 
other governments adopt a more efficient 
program of supporting the foreign trade 
plans of their own nationals, if they 
hope to be able to meet with the severe 
and highly intelligent British competition. 





INVISIBLE MATTER of pro- 
EXPORTS OF found interest, in- 
GREAT dicating the general 
BRITAIN improvement in Great 


Britain’s economic con- 
dition, is the ratio be- 
tween excess imports and “invisible ex- 
ports.” For the first half of 1920 excess 
imports amounted to #£240,000,000. “In- 
visible exports,” consisting of net 
income from investment abroad, 








him in pre-war days by his Ger- 





net shipping earnings, net earn- 











man competitor, and Govern- : 
mental organizations are doing GREAT BRITAIN’S EXTERNAL DEBT ings accruing from the services 
everything possible to assist him. (March 31, 1920) of mercantile houses, insurance 
The resources of the Great A el re 8 oe £1,046,774,000 companies, banks and commission 
Britain of to-day are enormous. Canada (sundry maturities)........... 73,419,000 | houses carrying on foreign trade, 
Her control of Mesopotamia Japan (sundry maturities) ........... 7,170,000 amounted to £310,000,000. This 
furnishes her with one of the Argentina (maturity Jan. 14, 1921).... 19,200,000 left a balance of £70,000,000. 
world’s greatest granaries, as a Uruguay (maturity Feb. 14, 1921)..... 5,954,000 Conservative estimate of “invisi- 
result of the irrigation system Netherlands (maturity Nov: 7, 1920).. 743,000 ble exports” for the period July- 

sa : Sweden (maturity June 30, 1920)...... 826,000 D ber, 1920 his j 
planned by British interests. - - ecember, , puts this item at 
Ra Spain (maturity Oct. 1928)........... 2,500,000 £290,000 : 

The acquisition of German East or : ly, 1920 434.000 000,000, which would make 
: . Fiji (maturity July, 1920)............. 4, | “invisibl ” for th 
Africa makes possible the long- Straits Settlements (sundry maturities) 7,656,000 total “invisible exports” for the 
desired railroad line from the Mauritius (maturity Dec., 1920)....... 538,000 year £600,000,000. Total excess 
Cape to Cairo. German South- Gamdiry Ales 22. cccccccccctsvssecsss’ 113,500,000 of imports for the period July- 
West Africa and other German December, 1920, are estimated at 
colonies are rich in agricultural Total .....eeeescerereceeesenenees £1,278,714,000 £180,000,000, bringing up total ex- 
Rie cess imports for the year 1920 to 
This leaves the 








and mining resources, and will 
pour wealth into the lap of the 
British colonist. One of the 
most important of recent British acquisi- 
tions is the control over the Persian oil 
fields, as a result of the recent Anglo- 
Persian treaty. These oilfields may some 
day be a big factor in paying off the 
British war debt. 

One of the first steps in Great Britain’s 
capture of the world trade was the or- 
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GOVERN- HESE private Brit- 
MENT ish undertakings 
CO-OPERA- are being supported 
TION by active and intelligent 


co-operation on the part 
of the Government. The 
foreign trade department of the govern- 
ment is known as the Department of 


£420,000,000. 
year’s balance—deduct excess im- 
ports from “invisible exports”’—at £180,- 
000,000. It is important to note that the 
dalance will have increased from £70,000,- 
000 in the first half of the year to £110,- 
000,000 in the -second half, thus indicating 
Britain’s economic recovery from a strug- 
gle that was expected to leave her pros- 
trated for many years to come. 
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Price Cutting a Help to Industry 
Readjustment of Business on More Wholesome Basis Bound to Follow—Vast Unsatisfied 
Demand Will Act as Backlog—What the Bankers Think 


HE American public has been clamor- 
ing ever since the termination of the 
war for the adoption of measures 

that would reduce the cost of living. 
numerous solutions to this all-important 
problem were submitted, some good and 
many bad, but prices were stubborn and 
in a few instances only yielded slightly. 
Not a few causes contributed to the 
high prices of many commodities, but the 
one basic reason was the war. The eco- 
nomic principle of “supply and demand” 
never played a more important role. While 
Europe was unable to do productive work, 
America was called upon to provide not 
only products of the soil, but all sorts of 
goods and commodities, and this for a 
yery large proportion of the entire world. 
Recently a price-cutting wave 
swept the country. Wool, cot- 


By W. HAMILTON LEWIS 


volume of goods that has been stored and 
held for higher prices. But every one 
knows that the “refuse to buy” program 
has made many go without really neces- 
sary articles and that the visible supply 
of commodities will soon be absorbed. 
Following this will come the demand from 
outside the country. Europe, too, has 
been awaiting a lowering of prices. De- 
preciated exchange and soaring prices 
here have made it impossible, practically, 
for foreign countries to buy here any- 
thing except the most urgently needed 
raw materials and other goods. If Amer- 
ica can speed-up production and reduce 
the cost of goods to a satisfactory scale, 
she will naturally be the country to profit 
in the long run. 


country’s industry 


basis. 


to a more normal 


Bankers See Encouraging Signs 


Bankers already see the trend of the 
money markets and are predicting better 
rates at the turn of the year, if not prior 
to then. Commercial money rates have 
been up around the 8% level for some 
months. Commercial paper has com- 
manded this figure. Industry, however, 
has been able to obtain money at the banks 
at 7%, and in many instances at 6%. 

Bankers are predicting a 6% commer- 
cial money rate within three months. To 
illustrate this a banker says: “If a client 
came in to me and wanted to borrow 
money for six months at 7%, 1 would 

much rather accommodate him 
than have him. borrow at 7% 








tton, sugar, meats, leather and 
mumerous manufactured prod- 
wicts dropped to levels far be- 
low their war values. 

The movement toward lower 
(prices was not due entirely to 
curtailment of credit. The pub- 
lic itself figured largely in 
bringing about lower prices. 
The public had adopted a “re- 
fuse to buy” policy, and the 
effect of this was not long in 
sweeping into the business 
world. The retailer soon be- 
gan to wail. This attitude was 
transmitted to the wholesaler, 
and thence to the manufacturer 





COMMODITY PRICES IN THE UNITED STATES.* 
Before War 
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for three months with the priv- 
ilege of a three months’ re- 
newal at the going money rate. 
I would gladly let him have the 
six-months’ loan, feeling that 
the bank would profit more at 
the 7% rate for six months.” 
Another banker says: “This 
price-cutting is constructive. 
It means a reduction in the liv- 
ing cost, just what people have 
been demanding for many 
months. It means a renewed 
demand for goods. It means 
greater production. Eventu- 
ally, it means better business. 
It will assist in deflation and 
be beneficial to the country. 











and producers of goods. Com- 








modities held for certain prices 

began to accumulate and pres- 

sure was soon brought to bear through a 
marked lessening demand for articles of 
practically every description. Gradually, 
prices began to sag. Price cuts were an- 
mounced. Sales were advertised. Fur- 
ther reductions at this writing are being 
announced each day. 


What Will the Effect Be? 


Now the country is wondering what 
effect this reaction will have upon general 
business. 

It does not take an economist or 
financier to see readily that the lower- 
ing of commodity prices will stimulate 
buying, and that this renewed buyin 
by a public that has been holding aloo 
for some time, will cause the merchant 
to replenish depleted stocks. The mer- 
chant demand will cause rene ac- 
tivity in the manufacturing industry 
and production will be speeded up to 
meet this demand. 

It is quite true that in the interim this 
revived demand will tend to absorb the 


The price-cutting now going on is not 
a cause for alarm. It is constructive and 
beneficial. Shortly, the pendulum will 
swing the other way, and the much-talked- 
of business depression will prove to be 


“ confined within a narrow area, and will 


be followed by extensive production to 
meet the demand at lower prices. 

Serious difficulties cannot confront a 
country such as America with her bounti- 
ful crops. The credit situation the coun- 
try over would present a much bettér pic- 
ture were it not for the fact that just now 
the banks are lending every effort to 
handle the enormous products of Amer 
can soil. The early winter will see a 
liquidation of such obligations and a 
gradual reduction of loans. Money rates 
are expected to work lower, as rates for 
money cannot remain up with prices drop- 
ping. The aim of American brains is be- 
ing realized. That is, to put its house 
in order and to check rampant speculation 
in commodities and assist in adjusting the 


It is the turning point from un- 
certainty to prosperity.” 





OUR DECLINING GOLD PRODUCTION 


As compared with 1914, the purchasing 
power of the dollar in terms of all com- 
modities in 1919 was 47 cents. The gold 
producer’s ounce in 1914 had a purchasing 
power of $20.67, whereas during 1919 the 
same ounce could purchase in terms of all 
commodities but $9.70. Since the price of 
gold is fixed by statute at $20.67 an ounce, 
the gold producer is in the same position 
as a person who received the same income 
in 1919 as in 1914 and finds that a $2,000 
income has shrunken in purchasing power 
to $970. This, according to Representative 
Louis T. McFadden, is the principal rea- 
son for the decline of the gold production 
of the United States from $101,000,000 in 
1915 to less than $50,000,000 this year. 
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Liberty Bonds on the Upgrade 






Lowest Prices for All Time Probably Seen Five Months Ago—Have Become An Index of 


T is quite the general thing to refer to 
United States Liberty Bonds as the 
premier security of the world. They 

are more than this, however. They are 
by far the best nation-wide index, by vir- 
tue of their price fluctuations, of invest- 
ment interest rates. 

The return from Liberty Bonds is what 

an economist would refer to as “pure in- 


Internationtal Interest Rates 
By LOUIS C. MEREDITH 


time corresponding very closely with what 
probably were the maximum commodity 
prices to be seen for many a year to come. 

From May to date (October Ist) Lib- 
erty Bonds have made minor moves of un- 
usual rapidity. The quotations for the 
week ended September 25th furnish a 
particularly good example of that ten- 
dency, and are shown in Table II. 
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TABLE I.—ACTIVE 4%% LIBERTY LOAN BONDS. 
Low Prices, May, 1920. 


Issue Maturity Price Yield 
Wiest Gommastel GEG .ccccccccccvctcccsecccscveccccecesess 1932-47 84.00 5.387% 
Dasa BOR GD cececcsccpceviccsscccccesecosecccoceccess 1927-42 81.10 5.80% 
BRReE Tae GED cccccccccccccccvcccccccecvccccccccccccsecs 1928 85.80 6.40% 
| Fomrth Loan 4448 .....5....ccc cece ce eeeetetereneeeceetenes 1983-38 82.00 5.87% 
BUUURGED occcceccccicccecccccccccsesccsctsecscocsascoecetesceetevesios #3,23 5.86% 
" TABLE Il.—QUOTATIONS AND SALES OF LIBERTY BONDS. 
Week Ended September 25, 1920, 
Advance 
Low High at = sept, “Seth 
90.02 90.58 91.10 
85.80 89.40 3. 4 88.00 
85,10 89.10 4.00 87.10 
88.38 90.90 2.52 88.50 
85.46 89.10 3.64 87.10 
95.32 95.92 











60 95.76 














terest.” -In other words, there is no ele- 
ment of risk reflected in the return. The 
market changes are unaffected, therefore, 
by any changes in the credit of the debtor 
such as affect the quotations of all but the 
very choicest of corporate obligations. 

The bulk of the government loans is so 
great that only the broadest kind of buy- 
ing or selling can guide their trend. The 
little ripples of speculative interest, or the 
selling campaigns of investment houses or 
syndicates such as we find active in other 
securities, are powerless to alter their 
course. 

They have become, in fact, the basic 
American investment security and so their 
market behavior carries a significance well 
worth attempting to analyze. 


Bread Trend Downward to Last May 

Disregarding for the present the minor 
fluctuations up and down, we find that the 
broad general trend of Liberty bond quo- 
tations was downward until May, 1920, in 
which month all of the war loan reached 
their low figures. The quotations and 
yields thereon to maturity at the lowest 
prices for the four 444% issues, which are 
most active, are shown in Table I. 

The depreciation averaged 16.77 points, 
while the accompanying increase in the 
average yield was 37.4% over the face rate 
of the bonds. While this depreciation 
seems large in view of the relatively short 
existence of the bonds it is not an unique 
occurrence in our financial history. Ac- 
cording to a recent C. F. Childs & Com- 
pany circular, United States Twenty Year 
6% Bonds, sold during the Civil War, 
fluctuated as much as 20% in price in a 
single year; while the extreme fluctuation 
of Fourth Liberty Loan 4%4s was but 9% 
during a single war year. 

It is rather interesting to observe that 
the low point for Libertys, probably the 
low point for all time, was reached at a 
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a“ 
of the week’s gain five days later. I think 
a reasonable assumption, however, is that 
bond dealers, perhaps to a greater extent 
than investors, felt that Libertys were get- 
ting out of line with corporate obligations. 

The Transportation Act and the com- 
prehensive scale of railway rate advances 
focused attention on the rails to such an 
extent that advances of six or eight points 
in the best bonds and of fifteen points in 
the more speculative issues were not un- 
usual. A comparison of the low prices ° 
for the 4%s in May as shown in Table I. 
with those of the week ended September 
25th in Table II. reveals an advance of 
only about 3 points on the average. The 
Libertys, if their tax exemptions be con- 
sidered, afforded a greater return than 
many other high grade securities of simi- 
lar duration. A heavy buying wave be- 
gan, therefore, and a very substantial ad- 
vance was recorded before the higher 
prices uncovered a new supply of bonds, 
or induced profit taking, with a resultant, 
moderate slump. 

This slight setback does not alter the 
conclusion that the trend is upward and 
a comparison of the May lows and the 
latest prices as in Table III will show 
that the gain made so far is small as 
measured by the possibilities. 

The advance has decreased the average 
yield 7.1% but the present yield is still 
27.7% greater than the face rate. The cir- 
cumstances under which the bonds were 
placed, the purchases dictated by patriot- 
ism rather than by normal investment ap- 
peal, the large number of improvident and 
weak holders, the corporate holdings 
which had to be released when the pres- 
sure for working capital became insistent 

these and other circumstances have 
combined to make it a rather long process 
for prices to reach any sort of equilibrium. 

As time goes on, however, price fluctua- 
tions will undoubtedly become less severe. 
To quote C. F. Childs & Company again, 
the Government 6s of the Civil War peri- 
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| 5.387% basis as of Oct# 1920 ............+... : 
| Appreciation 


TABLE IV.—COMPARATIVE APPRECIATION OF LONG AND SHORT TERM BONDS. 


4.25% basis as of Oct., 1925 ........cccccncees 


Loan 4% Due 1970 
ae sesnnencde.* Me 76.22 
jcuathanah weeded 100.00 95.00 
emhnethae te ates 12.90 18.78 
neRenaoeet cvipuedeh 14.8% 


Ratio to Purchase Price, Oct., 1920 ............ 





way Price May 1920. Sept 30,1920. od, which showed a maximum annual fluc- 

tuation of 20% during the war, varied 

TABLE IlI.—COMPARISON OF LOW PRICES OF MAY, 1920, AND PRESENT PRICES. 
May, 1920—Sept. 30, 1920. 

Low Price Yield Advance 
First Comverted 4348 .......cccccccccccceences 84.00 88.10 5.05% 4.10 
a os iene wenaben 81.10 87.10 5.25% 6.00 
DSL CEE dnn'e od eeoneeeeccecencecene ses 85,80 88.50 6.10% 2.70 
Fourth Loan rive yaks teclineThaecbebeeus eeene 82.00 87,10 5.87% 5.10 

83.23 87.70 5.44% aa 


Fourth Liberty 50 Year 4% Bond 




















24.6% 








Influences Behind the Price Changes 

The influences determining these quota- 
tions are so manifold that it is not easy 
to put one’s finger on any single circum- 
stance as responsible for the rapid jump 
in price, followed by a loss of roughly half 


14% in the fifth year and but 6% in the 
eighth year afterward. No exact parallel 
can be predicted but it may naturally be 
expected to be approached. As time goes 
on the bonds will become better and bet- 
(Continued on page 865) 
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HARVESTING TOBACCO 











Tobacco Industry in Strong Position 


War Created Many New Devotees of Nicotine—Twelve Times as Many Cigarettes Smoked 


HOSE who want to abolish the “to- 
bacco habit” do not seem to be 
making much progress. Probably 

it is because they conceive tobacco to be 
a luxury, whereas to millions of smokers 








400 14 6 ‘17 ‘8 20 


U.S. TOBACCO TRADE 


— 
Oo 
° 


land 
i) 
o 


Millions of Dollars. 


— 
Oo 
Oo 








Years ing June 30. wy 

















it is practically a necessity. Regardless 
of its classification, however, there is no 
disputing the fact that the tobacco in- 
dustry has grown by leaps and bounds 
during the past decade and that, generally 
speaking, it is today in an exceptionally 
prosperous condition. 

This industry profited immensely dur- 
ing the war. Millions of people who had 
not developed a taste for the weed be- 
fore that time found tobacco unexpect- 
edly helpful during those bitter days. 

At the time of the Spanish-American 
war, 3,000,000,000 cigarettes were con- 
sumed annually in the United States. 
Today the quantity consumed is around 
40,000,000,000 annually. This illustrates 
pretty well the enormous expansion of the 
industry. 

The Trend of Prices 

Naturally the great increase in demand 
for the various tobacco products, notably 
cigarettes, had its reflex in prices. For 
example, Kentucky tobacco sold a few 
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Now as in 1898 
By JOHN T. WINDSOR 


years ago at 7 cents a pound at the plant- 
ation. It is now selling at 30-40 cents a 
pound. Other grades have advanced in 
proportion. As a general average, the 
price of raw tobacco has increased 300% 
or over. 

The price of the manufactured article 
has not increased in proportion to the 
price of raw stuff. This is a very im- 
portant point and will very probably be 
the deciding factor in keeping the price 
of the manufactured article around pres- 
ent levels, in the event that the raw com- 
modity declines further. 

As a matter of fact the tendency of raw 
tobacco, as noted in recent weeks, is dis- 
tinctly downward. Southern planters are 
finding themselves in a diffi€ult situation. 
Credit conditions are unfavorable and 
with big buyers holding off, anticipating 
further declines, an acute situation has 
developed. 








TOBACCO, 
Ave. Farm Price 
Farm Value (cents per pound) 
12.8 
9.8 




















The situation in the South with respect 
to tobacco seems to be the same as with 
cotton, which has succumbed to powerful 
liquidation. As with cotton, Southern 
planters of tobacco claim that they can- 
not grow their product and make a profit 
on the prices mow offered. Important 
tobacco-growing interests in the South- 
err districts advocate a reduction of 
the crop for next year, that method ap- 
pealing to them as a means for main- 
taining a higher level of prices for their 
product. 

Drop in Exports 

The principal reason for the weakness 
in Southern-grown tobacco is that export 
trade in the commodity has shown a 
marked decrease in recent weeks. Eu- 
rope is a big buyer of the cheap-grade 
tobacco, which is principally produced in 
the South, but with exchange rates 


against her, she is curtailing American 
purchases. This situation has produced 
a restricted market in the cheaper grades 
of tobacco, and is forcing excess stocks, 
now rapidly increasing, into the ware- 
houses. 

The drop in exchange, while a barrier 
to export trade in tobacco, is probably of 
temporary significance. Even at present, 
the volume of tobacco sales to Eprope 
far exceeds that of pre-war years. Con- 
siderable efforts have been made by 
American interests to popularize the 
American product abroad. European to- 
bacco, especially the cheaper kind, is 
notoriously far below the standard of 
American tobacco. The superiority of 
the American brand, it is believed, opéns 
up excellent export possibilities, once ex- 
change rates begin to right themselves. 

Temporarily, the cheaper grades of to- 
bacco seem to be in a less favorable posi- 
tion than a few months ago. The more 
expensive grades, however, have not suf- 
fered, principally because they have not 

(Continued on page 845) 
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Bankers and Business Men Optimistic of Future 
Federal Reserve Board, Steel Authorities and Banks Sound Note of Confidence 


BUSINESS STABILITY WILL SOON 
BE REACHED 
Federal Reserve Board Reports Improve- 
. ment in All Lines. 
“Reductions have occurred in a variety 
of staples including wheat. Changes in 
prices have tended to make business men 
and bankers cautious about future com- 
mitments. Accordingly, as has often been 
observed in the past during periods of 
business readjustment, business is now 
being done upon a shorter term credit 
basis than is normal, pending clarification 
of the current process of read- 


CONDITIONS THROUGHOUT WORLD 
ARE IMPROVING 
Secretary of Treasury Houston Believes 
Price Peak Is Passed 
“I am no prophet, but I believe that 
prices have passed the high point. I be- 
lieve that they have begun to recede. They 
may never go back to the pre-war prices, 
but I think they will return toward a 
stable condition, and this process may 
cover several years. The consumer evi- 
dently has balked at the payment of war 
prices. He is becoming more economical. 


rates on steel prices, I hope it will not 
cause the corporation to advance prices. 
However, I am not certain as yet just 
what the effect will be. Prices may be 
affected to some extent. Rails should be 
slightly advanced.” 





LOWER PRICES WILL BE BALANCED 
BY LOWER COSTS 
Charles M. Schwab Expects Large Railroad 
Buying 
“I am quite in accord with Judge Gary’s 
statements. The steel industry is in a 
good, healthy state. The condi- 
tions which make necessary a re- 





justment. 

“Excellent crop yields have re- 
sulted in sustaining buying power, 
while improved movement on the 
railways has given assurance of 
steadier and earlier marketing 
than has been believed possible. 
Banking conditions in several dis- 
tricts have decidedly improved and 





IT CERTAINLY IS 
FUNNY weAT HAS 
BECOME oF ALL 
THE DOGS ALL oF 
A SUDDEN? 9 
9t2 499° 


duction in prices in certain lines 
and with certain companies will 
also tend to lower costs and in- 
crease production, and will make 
for stability and normal opera- 
tions. 

“The railroads of the country in 
normal times, under normal con- 








ditions, consume about one-third 





from some it is reported that busi- 
ness enterprises are working into 
a position to finance themselves to 
a greater degree by reducing in- 
ventories and by exercising more 
careful scrutiny over credits. 
“The crop moving process has 
gone ahead on the, whole smoothly ; 


of all the steel produced. Rail- 
roads during the last five years 
have ordered nothing like their 
usual amount, and this deficiency 
of the past years will have to be 
made up, which, added to their 
usual consumption, will keep the 





steel business steady and normal. 








and the peak of the demand for 
funds has practically passed with- 
out serious inconvenience and with 
no prospect of an increase of dif- 
ficulty. On September 25th the 
reserve ratio for the Federal Re- 
serve System as a whole stood at 
43.6%, as compared with 43.2% on 
August 27th. Speculation, both in 
commodities and in securities, has 
been at a relatively low level and 
there has been a gratifying diver- 
sion of banking funds to the 
service of productive industry in 
many lines. From various Fed- 
eral Reserve Districts improving 











The same conditions apply to 
building requirements and other 
lines of trade.” 








REACTION IN STEEL PRICES 
WILL BE SLOW 
Chairman Topping, of Republie 
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Iron & Steel Co. Is 
Optimistic 
“In my opinion, the process of 
deflating iron and steel prices will 
be necessarily slow, regardless of 
the movement downward in other 
lines, because production of iron 
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conditions and growth of optimism 
are reported. 

“There is indication that busi- 
ness conditions are now definitely 
on the road toward stability of as 
great and confirmed a nature as the dis- 
turbed position of the world at large will 
permit.” 





REACTION IN WAGES, BUT NOT TO 
PRE-WAR LEVELS 
Chauncey M. Depew Predicts Rise in 
Value of Dollar 

“The intrinsic value of the dollar will 
rise. After the Civil War there was con- 
siderable speculation and the cost of liv- 
ing was high, only because the purchasing 
power of the dollar was low. History is 
repeating itself. 

“Wages will go down eventually, but 
never to the level of former years, In- 
dustry, too, will fall off when production 
starts up in Europe, because the workers 
there receive so much less and work so 
many more hours than American work- 
men. Our industries will not be able to 
hold all our foreign trade, and we will re- 
quire a higher tariff to protect it.” 
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Just Waiting For Her to Come Down Within Reach 


“Conditions throughout the world are 
tending toward a better state of things, 
and all these things are resulting in a 
downward movement of prices. I do not 
know how it can be helped by artificial 
methods and I imagine that the public 
would not look upon artificial efforts for 
speculative purposes to maintain war 
prices as either legal or justifiable.” 





STEEL INDUSTRY HAS NOTHING TO 
FEAR 
Judge Gary Says Underlying Structure Is 
Sound 
“Despite a diminution in volume and 
decreases in prices in this country, the 
steel industry is traveling on a sound un- 
derlying structure, and I believe the Amer- 
ican steel industry has nothing to fear 
from any quarter. In so far as the United 
States Steel Corporation is concerned, 
everybody is satisfied, 
“As to the effect of advanced freight 


and steel abroad is restricted by 
scarcity and high prices of fuel 
and other influences tending to in- 
creased cost and restricted output. 

“Then, again, stocks of iron and 
steel products throughout the world are 
light, therefore liquidation is absent, both 
at home and abroad. In this country fuel 
scarcity and high prices for coal and coke 
promise to continue for some time, and 
there is no present prospect of cost reduc- 
tions in any direction. In fact, recent 
freight advances caused material cost in- 
creases, not only in assembling raw ma- 
terials for manufacture, but to the cost 
of transportation in distributing finished 
products. 

“An encouraging feature of the situation 
is found in the absence of cancellations and 
the continued urgency for shipments; con- 
tracting for future wants is admittedly 
light. There are, however, good prospects 
for future demands, as a result of good 
crops at high prices, which means agri- 
cultural prosperity. It is generally con- 
ceded also that constructive needs of both 
present and future are large, both for 
housing and transportation requirements, 
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and with easier money tendencies an in- 
crease in demand from these sources may 
be expected. In fact, I see nothing dis- 
couraging in present prospects for iron 
and steel.” 





RETURN OF COMPETITION REVIVES 
HEALTHY BUSINESS 


N. Y. Federal Reserve Bank Credits Sys- 
tem with Keeping Price Decline 
Orderly 


“Natural forces are now again asserting 
themselves and prices in future will de- 
velop from natural causes rather ‘than as 
an accompaniment of the constant creation 
of new purchasing power set in motion by 
the necessity of conducting the war on a 
basis more extensive than current saving 
could finance, 

“Competition, when it is once more gen- 
erally re-established, will determine the 
fevel at which prices will finally become 
stabilized, and the return of competition 
will assure our gradual but eventual re- 
turn to more healthy business conditions 
and living costs. 

“Just as credit and prices went up to- 
gether, they should come down together, 
too. During the past month there has 
been no decrease in the loans and invest- 
megts of the banks of the country, but 
material reductions should not be expected 
at present. Credit requirements are nearly 
always at their peak in the autumn; and 
besides the normal seasonal demands, a 
period of transition to lower prices like 
that which we are now experiencing is 
one which requires temporarily, at least, 
additional credit. On the one hand in- 
creasing inventories which result from 
slowly moving stocks, and on the other 
cancelled orders and poor collections pro- 
duce a demand for credit not unlike that 
of last spring when the railway and ocean 
freight movements were temporarily con- 
gested. Such a period calls for a credit 
policy on the part of the banks looking to 
conservation of sound business. 

“Such additional credits as are required 
are not for further expansion but are for 
the protection of industry. They are to 
enable business men to undertake in an 
orderly manner the reduction of inven- 
tories and the descent to lower price levels. 

“That the readjustment, which has been 
quite radical in many industries, has pro- 
ceeded quietly and confidently has been due 
in a very large part to the helpful and 
constructive attitude of the bankers who, 
in spite of the heavy withdrawals of their 
deposits and the unusual movements of 
funds, have not hesitated, if necessary, to 
increase their borrowings from the Fed- 
eral Reserve Bank to furnish such credits 
for production and distribution as condi- 
tions have required.” 





CHIEF NEED OF THE DAY IS COURA- 
GEOUS OPTIMISM 


Thomas E. Wilson Urges Gradual Return 
to Normal 

“During the month of March, 1913, the 
United States exported only 770,392 
pounds of fresh beef. In March, 1918, it 
exported 62,054,261 pounds, or more than 
eighty times that much, In March, 1920, 
these figures has shrunk to 6,036,166 
pounds, or only about one-tenth of the 


quantity exported in the same month two 
years previously. Exports of other meat 
products also showed very large de- 
creases. 

“If one of the largest industries of. the 
country can make such a readjustment 
without demoralization or serious impair- 
ment of credit, is it not fair to say that 
with decent courage and moderate wis- 
dem the whole industrial organization of 
the nation, in so far as it may be engaged 
in rendering a necessary or legitimate ser- 
vice to the public, can look forward with 
confidence, secure in the assurance that 
panic psychology will not find any wide- 
spread reflection in the public mind? 

“Industry has many great problems yet 
to be solved. Sacrifices are being made 
under the pressure of local conditions in 
seme sections. Many commodities are 
now being disposed of at a loss, and raw 
material in many instances at less than 
cost of production, 

“In the agitation to reduce the cost of 
living the consuming public should have 
a regard for its future supplies of basic 
necessities, and not carry it to the extent 
of discouraging production. 

“The pressing necessity of the present 
is to maintain a courageous and optimistic 
morale. The descent from the heights of 


abnormal production to the normal levels 
of peace times should be reached by gradu- 
ation and not by perpendicular drops.” 





FUNDAMENTAL BUSINESS CONDI- 
TIONS ARE GOOD 


National City Bank Calls Bigger Produc- 
tion Chief Need 


“General business is moving along in 
a reasonably satisfactory manner. Every- 
body is not.pleased, but the fundamental 
conditions are good. 

“A month ago we could report that a 
good crop of the small grains had been 
harvested, but the greatest grain crop, 
that of corn, had not matured and owing 
to its late start was in danger of frost. 
The most notable development of the past 
month has been the maturing of this crop, 
now estimated at about 3,150,000,000 
bushels. It means gnuch to the country, 
although the farmers’ feeling of gratitude 
is naturally tempered by the fact that the 
price of corn, which at the middle of June 
was about $1.80 per bushel, has fallen for 
December delivery to below $1.00 per 
bushel It is the first time since February 
of 1917 that corn in Chicago has sold 
under $1.00 per bushel.” 





UNEMPLOYMENT AND LABOR’ 
EFFICIENCY INCREASING 


Commerce Commissoner Expects No 
Shortage of Labor in Months to Come 
gin his monthly report on general 
business conditions Archer Wall Doug- 
las, chairman of the Committee on Sta- 
tistics and Standards of the U. S. Cham- 

ber of Commerce, says, in part: 
“Unemployment grows slowly. It is 
most noticeable in industrial life, and 
in localities connected with textiles, 
leather goods and automobiles. Coin- 
cidentally the strike fever is waning, 
and efficiency is increasing. For there 
is a fast growing public demand for 
service; a demand born largely of what 


we have endured on every hand for th: 
past five years. 

“We are fast coming to the period 
when the standards will be those of 
common sense and work honestly done. 
We shall, in all likelihood, not experi- 
ence any shortage of labor during the 
coming months. This may still the 
voice of those who, with incredible 
folly, advocate the importation of cheap 
labor, without regard to color, to fil] 
the supposedly depleted ranks of man- 
ual labor. Thus to add to a race prob- 
lem‘apparently insoluble and to which 
time has given no answer.” 





FUTURE OIL SUPPLY SURE TO 
BE FOUND 
H. F. Sinclair Says World’s Resources Are 
Vast 

“IT believe that future necessities, no 
matter what they may be, will be met as 
fully as those in the past have been. At 
present better methods of survey prevail 
than were known in the past, but it would 
be absurd to say anything like a compre- 
hensive scientific search for oil sources 
has been made. Nor could one be made 
quickly. A really careful examination of 
the world would take many years. 

“The United States already has been 
surveyed with measurable competence. In 
a general way the geological formation of 
the country is well understood, but there 
are vast regions outside of the United 
States which are not understood at all. 
Africa, for example, remains the ‘dark 
continent’ with regard to oil as well as 
with regard to many other things. South 
America is not much better known: Amaz- 
ing things wait there to be discovered. 

“In connection with the question of the 
future supply of petroleum a most im- 
portant fact is that we are getting far 
more service from a given quantity today 
than ever before. Wasteful methods of 
production, transportation, refining, dis- 
tribution and use are being gradually 
eliminated, and more rapid progress along 
the lines appears imminent.” 


BUSINESS MUST ACCEPT PRICE 
DECLINE OR FAIL 
Posner & Co. Warns Against Disregard- 
ing Facts 

“General and harmonious action in price 
reductions would be, of course, too much 
to expect, inasmuch as the movement so 
deeply affects the interests of every busi- 
ness individual and concern. Not every- 
one would see at once that participation 
therein would be the course of wisdom. 

“But we believe that all whose enter- 
prises have been founded on sound prin- 
ciples and are not dependent for their ex- 
istence on artificial conditions will sooner 
or later realize and act upon the impor- 
tance of conforming their operations to a 
lower schedule of prices and a closer mar- 
gin of profits. 

“Those whe do not voluntarily conform 
will be compelled to do so by the forces 
of competition. And those who cannot 
will thereby confess the instability and the 
unessential character of their enterprises, 
and will add their names to the list of 
business obituaries which are always long 
in such a time of real test as the»present.” 
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A Word of Caution in a Booming Rail Market 


Investors Advised Not to Accept Market Appearances as Indications of Intrinsic Values — 
Conditions Confronting Some Corporations Not All That Might Be Wished 


N analogy between the present rail 
market and the big general market of 
1919 may be the means of saving some 

money for readers. It will be recalled 
that the most active rails last year were 
Southern Pacific, Texas & Pacific and 
Denver & Rio Grande preferred. The 
first is a very valuable stock, so that those 
who bought at the top will incur no per- 
manent loss. The second is a stock of 
nominal speculative value, and those who 
bought high are nearly certain to incur a 
partial loss. The third has no value and 
a buyer at any price will incur a total loss. 

It is significant that other railroads had 
large holdings of one or more of these 
stocks, and all the holders took advantage 
of the 1919 market to liquidate in whole 
or in part. Pennsylvania and its subsidi- 
aries sold most of their Southern Pacific 
holdings, while Missouri Pacific, sold part 
of its Texas & Pacific and all of its Den- 
ver & Rio Grande preferred. 

None can say that a market was made 
for the express purpose of selling these 
stocks, but it is at least known that the 
sellers took advantage of a high and active 
market. Thus, in looking over the market 
activities of rails at present, it is profitable 
to consider whether large holdings are in 
the hands of other roads and whether the 
holders are likely to continue as holders 
or become sellers in a favorable market. 

For instance, it would be silly to expect 
Southern Pacific to sell any Central Paci- 
fic stock, and nearly as unintelligent to 
conclude that Northern Pacific or Great 
Northern would attempt to sell any Bur- 
lington. On the other hand, Union Pacific 
owns a good many railroad stocks, and it 
has no apparent use for some of them. 

Need for money—and Union Pacific has 
no such need—could be the only reason 
for selling such high grade investment 
issues as New York Central or Illinois 
Central, but it is conceivable that Union 
might seize on the opportunity of a big 
rail market to jettison some of its cargo 
of St. Paul, Baltimore & Ohio and par- 
ticularly Chicago & Alton. 

From what is now known of the narrow 
rail market last year, it is clear that price 
quotations were no reflection of values, 
and the same may very well be true of 
the much broader market of 1920, which 
will probably widen still farther in 1921. 
The custom of sellers to create a fictitious 
appearance of strength and of buyers to 
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By CHARLES REMINGTON 


establish a false semblance of weakness is 
too well known to ne¢d emphasis. With 
this warning not to interpret market ap- 
pearances as manifestations of intrinsic 
values, I will take up a few of the more 
active of the non-dividend rails. 
ST. LOUIS SOUTHWESTERN 

THe MaGAzINeE oF Watt Street has 
contained several articles in the last few 
months on St. Louis Southwestern, all of 
them being of favorable import. Before 
the stocks had had any appreciable move, 
readers were advised to buy the preferred, 
then selling under 25, and the common, 
then selling under 15. Since then, readers 
have been counseled to write down their 








ACTIVE NON-DIVIDEND RAILS. 
June 20 Sept. 20 Ad- 
low high vance 
Baltimore & Ohio com... 30 46% 164 
Chicago & Alton com... 6 16% 10 
Chicago & Alton pfd.... 12% 23% 11% 
| Chicago Gt. Western com 7% 18% 6% 
Chicago Gt. Western pfd 20% 30% 10 
Chicago, Mil. & St. Paul 
COMB, cccccccccscccecs $1 0% 9% 


COM, cecescccccccccces 5 40% 5% 
Erie OOM. .....+seseeeees 11% 21% 10% 
Erie 1 pfd..........++.- 18 29% 11% 





Mo., Kan. & Texas com. 83, 
Mo., Kan. & Texas pfd. 8% 15% 6% 
Mo. Pacific com......... 24 31% 7% 
Mo. P RE 39% 52% 18% 


New Orleans, Tex, & Mex. 33 59% 26% 
N. LS ae & &t. 

Og i a a ae 26 58% 27% 
_ Louis & & San Francisco 


| pid. soensedentedescoce 32 44% 12% 
St. Louis 8. W. com. 11 40 29 
St, Louis 8. W. pfd.....« . 21% 45% 24% 
Seaboard Air Line com... 6% 10% 4% 
Seaboard Air Line pfd... 10% 19% 8% 
Southern Ry. com....... 22%, 32% 10% 

Toledo, St. . & West) No 
GER, ccccccccccccces oo 19% 


eeccccoces ino 24% 
Wabesh neeendecee 7 122% 5% 
Wabash pfd. A......... 21% 32 10% 
Western Md. com....... 9 15% 6% 
Western Pacific com.... 26 40 14 
Wheeling & Lake Eric 
GEER. cocectocscoeseces 9 15% 6% 




















costs by selling part of their holdings. In 
other articles, the consolidated 4s were 
recommended as a purchase at from 53 to 
56 and they are now selling around 66. 
It has been predicted by several houses 
in Wall Street that St. Louis Southwest- 
ern would earn $20 a share on the com- 
mon in 1921. While I do not wish to en- 


dorse the prediction, I realize that such a 
rate is easily possible, because the road 
earned over $17 a share on the common in 
1917. There is, however, a fly in the Cot- 
ton Belt ointment. 

Among the preliminary valuation re- 
ports already announced is that on St. 
Louis Southwestern System. The repro- 
duction cost new of road and equipment 
as of June 30, 1915, was $60,845,317, and 
land was valued at $5,823,190, or a total 
of $66,668,507. On the same date, this 
property was carried in the books at $4,- 
250,627, a deficiency of $27,582,120. The 
valuation figures allow nothing for good 
will, but neither are they adjusted for de- 
preciation, and the testimony of valuation 
experts in the recent rate hearings indi- 
cates that one will about offset the other. 
Commissioner Prouty has declared that 
the final findings in the matter of railroad 
valuations would be announced before the 
close of 1921. Thus, it may be assumed 
that the carriers will have to correct their 
books to conform to the valuations not 
later than 1922. 

On December 31, 1919, St. Louis South- 
western had a corporate surplus of $11,- 
960,049. Not only would this be wiped 
out by the deficiency between the prelimi- 
nary valuation and the company’s prop- 
erty account, but a corporate deficit of 
$15,622,071 would be created by an ad- 
justment of the accounts, and this deficit 
would be sufficient to write down the as- 
set value of the $16,356,100 common stock 
to $4.50 a share. 

It is hardly likely that the management, 
which has demonstrated its conservatism 
in the last few years, will pay dividends 
on either class of stock until the asset 
value of the common has at least been 
built up to its par value. That a con- 
servative policy will be followed by the 
management is indicated by the recent an- 
nouncement that $5,000,000 had been ap- 
propriated for new equipment and better- 
ments to road during the next twelve 
months, in connection with which no new 
financing would be attempted. In order 
to obtain the best prices for equipment, 
25% of the cost was paid in advance with 
the orders. 

While this does not sound like immedi- 
ate dividends, the investment should 
greatly strengthen the bonds, because the 
new property, without any increase in 
funded debt or fixed charges, will fall un- 
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der the mortgages in the order of their 
priority. With the delivery of this prop- 
erty, there will be a margin of assets of 
$25,000,000 over al! the bonds and of $33,- 
000,000 over the consolidated 4s. 

Although the consolidated 4s have 
moved up considerably since they were 
first recommended in this Magazine, they 
are still laggards in the market, and in 
buying I have a great fondness for the 
laggards. The terminal 5s are now sell- 
ing at 66 to yield about 8%, and they are 
still attractive at this price, but the con- 
solidated 4s, which are senior to the ter- 
minal 5s, are also selling at 66 to yield 
about 8.60%. The consolidated 4s have 
every advantage except period to run. 
There is no reason why they should yield 
more than the terminal 5s and they should 
probably sell to yield less. At the same 
yield the price would be 69%. If the con- 
solidated 4s were selling on the same basis 
as similar 4% railroad bonds they would 
be quoted around 72%, at which the yield 
would be 7.50%. 

Stockholders of St. Louis Southwestern 
should ponder well over the market rela- 
tionship of the preferred and 


ceeds of the $20,000,000 bond issue had 
been expended on the property. The 
negotiations between the company and the 
Division of Valuation have proceeded far 
enough to indicate that the common stock 
will have an asset value of $100 a share. 

While little progress has been made in 
the valuation of Denver & Rio Grande, 
the company’s engineers estimate the 
property to be worth from $145,000,000 
to $150,000,000. This shows that there is 
a good deal of water in the capitalization, 
but the figures leave from $20,000,000 to 
$25,000,000 after the funded debt to cover 
the $36,000,000 judgment held by Western 
Pacific. 

A protective committee of the Denver 
stockholders has sent for the police when 
the services of an undertaker were 
needed. Naught but the power of prayer 
would now avail, and their public utter- 
ances indicate that they are not in a rev- 
erential mood. 

The acquisition of this property should 
add from $25 to $35 a share to Western 
Pacific stocks of both classes, of which 
there is an aggregate of $75,000,000 out- 


for additions and betterments. Thus, it 
cannot be concluded that Denver will con- 
tribute anything directly to Western Paci- 
fic income for several years, but the up- 
building of the property will eventually 
accrue to. the benefit of the holding com- 
pany’s stocks. 

Western Pacific preferred may now be 
deemed a sound investment issue and its 
conversion feature gives it an added 
speculative attraction. Around 74, it 
seems to me very cheap as measured 
against the rest of the rail list. 


ST. LOUIS-SAN FRANCISCO 


September is not likely to be an indica- 
tive month for any of the roads, and this 
statement includes St. Louis-San Fran- 
cisco with the others. From the fact that 
large shippers, knowing. when the in- 
creased rates would go into effect, rushed 
forward all the freight they could as- 
semble in the last days of August, the 
volume of business in September was cor- 
respondingly diminished. Moreover, a 
good deal of freight shipped under the 
old rates was in transit during the first 

week of September, so that 





common. The senior issue, 


revenues early in the 





which is 5% non-cumulative, 
and has an asset value of 
$100 a share, is selling only 
five points above the com- 
mon, which has only a slight 
equity in the property as 
tentatively valued. 
WESTERN PACIFIC 

In the Railroad Issue, 
which appeared under date of 
March 20, 1920, I discussed 
fifteen low priced ails, 
which, by the way, did not 
contain St. Louis South- 
western, whose stocks were 
very inactive at that time. 
Only three stocks were rec- 
ommended without qualifica- 
tion, and in the order of 
choice they were Pere Mar- 
quette, Western Pacific and ; 
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the 

1 month did not reflect the full 

amount of the increases. 

Nothwithstanding these in- 
fluences, ’Frisco’s September 
gross should run $10,000,000. 
On an 80% operating ratio,. 
this would leave abort $2,- 
000,000 net. While this fig- 
ures out at the annual rate 
of $13 a share on the com- 
mon stock, I should be in- 
clined to hold my estimate 
for 1921 down to.about $10. 

The present need of ’Frisco 
is to build up a corporate 
surplus and for this reason it 
is doubtful whether one cam 
count on dividends for sev- 
eral years, but in the mean- 
time the stocks will discount 
the future. 
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Regarding, however, income- 





St. Louis-San Francisco. i 

A good deal of water has , 
run over the railroad dam _ since last 
March. Among other things, the man- 
agement of Pere Marquette rejected the 
Government guaranty. When this action 
was taken, readers were advised to sell 
their stock, which they could have done 
at considerable saving over the low 
price reached later in the year. While 
the action of the management does 
not affect the. long-pull outlook for 
the stock, it became clear that a situa- 
tion temporarily trying would follow. 
With regard to Western Pacific and St. 
Louis-San Francisco, there is no reason to 
change the position taken last March. The 
two stocks were then selling nearly 
abreast, and it was pointed out that West- 
ern Pacific possessed the greater value of 
the two. Now they are selling at a spread 
of five or six points, which probably repre- 
sents fairly closely their relative prospects. 

The valuation of Western Pacific pre- 
sented at the rate hearing was not com- 
parable with the property accounts, be- 
cause the first figure was as of June 30, 
1914, while the second was as of Decem- 
ber 31, 1917, following the reorganization. 
In the interval a good deal of the pro- 


standing. The reason for distributing this 
equity over both classes of stock is that 
the preferred is convertible into common, 
share for share. Indeed, the conversion 
can be forced by the company by calling 
the preferred at par subject to the right 
to convert. 

It is not easy to estimate Western Paci- 
fic’s earnings under the new rates because 
during the greater part of the period of 
Federal control it was not operated by its 
own manager. Since March 1, under the 
old rates, the road has been earning its 
interest and preferred dividend with a 
small margin for the common. I think 
this is a fairly good indication that the 
company will be able to earn 6% on its in- 
vestment. The preliminary figures for 
September indicate about $9 a share on 
the common. 

Denver & Rio Grande under the new 
rates should be able to earn about $2,000,- 
000 a year over its charges. If Western 
Pacific acquires Denver through the is- 
suance of stock rather than in fee, the 
Denver income would not accrue directly 
to Western Pacific. Moreover, Denver 
requires from $10,000,000 to $15,000,000 


bond interest, which will be 
earned three or four times in 1921, there 
is no further question. This issue was- 
first recommended as a speculation when: 
it was selling around 4734, with the Oc- 
tober 1 coupon attached, or the equivalent 
of 41%, as the bond is now selling. At 
56, this is an advance of 14% points, 
but the bond has nowhere near recov- 
ered its rightful position in the market. 
Formerly, I concluded that this bond: 
should be selling on a 9% basis, or around 
67. Since then, there has been a general: 
advance in railroad securities, and my for- 
mer estimate should be revised. With 
two or three months’ earnings available, 
the position of the bond will be changed: 
from the purely speculative to the class 
of second grade investments. This, with 
a slight ease in money rates, should put 
’Frisco income 6s on an 8% basis, or 
around 75. 


SOUTHERN RAILWAY 
Without attempting to estimate what 
Southern Railway will do under the new 
rates, it is informing to consider what the 
company, which rejected the Government- 

(Continued on page 875) 
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Adams Express Company 








dation. Two years ago, it looked 
as though Adams Express would 
be able to save little or nothing for 
its shareholders. 
prospects are good for a very sub- 
stantial recovery on the par value 
of the shares. 

Adams has sold its building to 
good advantage, has settled a great 
many outstanding claims and suits 
on favorable terms and the recent 
increase in express rates holds out 
hope that its investment in the 
stock of American Railway Express 
will possess a real, as distinguished 
from a mere book, value. Between 
April 10, 1919, and July 31, 1920, 
the deficit was diminished from 
$7,298,275 to $3,342,017, and a good 
deal of the remaining deficit is 
more apparent than real. 


The Bond Collateral 


On the date of the last balance 
sheet, the amount of collateral trust 
4% bonds of 1948 outstanding was 
$7,297,000. The collateral for these 
bonds was carried as an asset at 
$5,881,000, showing an. apparent 
deficiency of $1,416,000. The ex- 
hibit for the collateral trust 4s of 
1947 was even less favorable. How- 
ever, the Adams Express bonds 
were carried as a liability at par, 
while the collateral was carried as 
an asset at the market. This is 
hardly a fair showing for the 
bonds. 

For instance, between April 10, 
1919, and July 31, 1920, Adams Ex- 
press bought $527,000 of its own 
collateral trust 4s of 1948, and it is 
hardly likely that the company paid 
par for them, as they were selling 
during this period from 55 to 60. 
Likewise, as collateral matures it 


chase other bonds at a discount. 


amount of Adams Express bonds. 
Value of Collateral 


for OCTOBER 16, 1920 





OR some time it has not been a ques- 
tion with the express companies, ex- 
cepting American Express, of how 

much money they could make, but of how 
good a showing they could make in liqui- 


By DANA HYDE 


pledged bonds into two classes, namely: 
the sound.-bonds maturing before 1948 
and the sound bonds maturing thereafter, 
together with the doubtful issues of all 
maturities. The first class I have taken 


Improved Position of Adams Express 4s Yet to Be 
Reflected in Their Price 


Collateral Behind Issue Has Substantially Increased in Market Value — Investors Should 
Discriminate Against 1947 Maturity 


approaches maturity, the pledged bonds, 
on the basis of calculation described, are 
worth $6,960,000 as applied to the retire- 
ment of $7,297,000 Adams Express 4s of 
1948. This shows a deficiency of only 
$337,000 from the par value of the 
Adams bonds, which at the market, 








At present the . 





COLLATERAL SECURING ADAMS EXPRESS 4s OF 


1948, 

Sound collateral maturing prior to Adams 
Express 4s: Par value 
Alabama Great Southern Ist 5s, 1927....... $84,000 
Big Sandy Ist 4s, 1944 .........eeeeeeeeces 741,000 
C & O, Craig Valley Ist 5s, 1940........... 31,000 
CRI & Pac ref 4s, 1984............00+00- 100,000 
Lake Shore & Mich Southern 4s, 1981...... 1,352,000 
Long Island North Shore cons 5s, 1932...... 100,000 
NY Ext Ist 5s, 1943 100,000 
L & WN Jefferson Bridge Ist 4s, 1945........ 25,000 
Mich tral deb 45, 1929. .........0ee000: 120,000 
NW & W, L & G 4s, 1944.... 1. cece eeenee 100,000 
Phila, Balt & Wash Ist 4s, 1948........... 200,000 
South Rwy, East Tenn 5s, 1938...........- 98,000 
Toledo & Ohio Cent 5s, 1985.....-.....-+++ 50,000 
Union Depot of Columbus 7s, 1923.......... 13,000 
Union Depot of Columbus 4%s, 1946........ 130,000 
Washington Term Ist 3%s, 1945.........-. 200,000 
West N Y & Penn gen 4s, 1948...........- 115,000 
Batak sacecccccccccccccccescccccsevecs $3,559,000 

Sound collateral maturing after Adams Ex- 

press 4s or doubtful collateral matur- 
ing prior thereto: Market value 
Atlantic City Ist cons 4s, 1951............ $198,750 
Atchison Short Line 4s, 1958..........-..++ 146,000 
W 4s, 1952............-- 148,000 





Birmingham Term 4s, 1957 . 
Boonville R R Bridge 4s, 1951 4,800 
Brooklyn Elevated 5s, 1950 6,000 
Ches & Ohio gen 4%s, 1992 200,200 
Chicago & East Ill ref 4s, 37,000 
Chicago & West Indiana 4s, 1952........... 60,000 
Cleveland Term & Valley 4s, 1995.......... 70,000 
Erie gem 45, 1996 2... 2. cceeeencccneceeens 180,000- 
Brie First 45, 10906 .......csccsccsecereces 52,200 
Erie, Pa coll 46, 1951 .......ceeecceeeeces 71,000 
Hocking Valley 4%8, 1990 ........5-05e00s 72,500 
Iowa Cent ref‘4s, 1951 .........cceeennnes 44,000 
L & N-South Rwy coll 4s, 1952............ 130,000 
Minn & St L ref 4s, 1940 .........cecccnns 67,500 
Minn & St L Pac ext Gs, 1921............. 28,500 
NW Y Sus & West Ist 5s, 1937........°..... 60,000 
New Orleans Term 4s, 1958............++++ 393,600 
is i CT MRR EEE cncccssnccsesceses 316,500 
Nor Pac, St P & Dul div 4s, 1996.......... 83,000 
Prov Seourities deb 4s, 1947............+.- 40,000 
Reading, J C coll 4s, 1951.............0005 480 000 
Rio Grande West ool 4s, 1949 ...........+. 54,500 
South Rwy St L div 4s, 1951............... 17,000 
South Rwy cons 5s, 1994 .........ccseenns 4,250 
Term Asso of St Louis 4s, 1958............ 8 500 
Wheeling & Lake Erie 4%s, 1966.......... 57,000 

BDoted ccccccccccccccccccessccsccesss $3,401,000 

Grand total ......ccccscceeccscesess $6,960,000 


however, are worth only $4,378,200. 

With one unimportant exception, 
the collateral is composed of rail- 
road bonds or bridge or terminal 
bonds guaranteed by railroads. 
Under the new rates, most of these 
roads will report earnings that will 
quickly restore their bonds to the 
class of prime investments, and the 
bonds will sell accordingly. 


The 4s of 1948 

The low price touched by Adams 
Express 4s of 1948 this year was 
55 and they have made less than 
five points recovery. They were 
warranted in advancing at least five 
points on the improvement in credit 
conditions, so that they have as yet 
made no response to the greatly im- 
proved condition of the company. 

The management of the company 
will naturally wish to make the 
largest possible reclamation for the 
shareholders, and this effect will be 
aided by buying in the company’s 
bonds at a discount. Such a policy 
would also be in line with the com- 
pany’s avowed purpose to liquidate 
its assets, and the sooner these 
bonds are retired the sooner it can 
dispense with an organization. 

There is another particular in 
which the position of the bonds 
has recently been improved. The 
indenture provides that the colla- 
teral is deposited primarily to pro- 
tect shareholders against personal 
liability. It is doubtful whether this 











provision is legal, and a contest was 








will be possible for the company to pur- 


Among other collateral is $1,352,000 
Lake Shore & Michigan Southern 4s of 
1931. There is hardly a doubt that these 
will be paid at maturity. At the worst, 
the proceeds of these bonds will pay off 
an equal amount of Adams Express 4s. 
If the latter are selling at a discount in 
1931, as is quite possible, the Lake Shore 
bonds will pay off more than an equal 


In order to reach a valuation of the 
collateral more reasonable than is shown 
in the balance sheet, I have divided the 


at par, because they should be worth at 
least that in the retirement of Adams Ex- 
press 4s. All the others have been ap- 
praised at the market. 

In the case of the sound bonds matur- 
ing after 1948, there should also be some 
recovery beyond that shown in the ac- 
companying table. For instance, part of 
the collateral consists of $615,000 New 
Orleans Terminal 4s of 1953, worth at 
the market $393,600. Without any im- 
provement in its interest basis, the bond 
in 1948, with only five years to run, would 
be selling above 90 compared with the 
present price of 64. 

Without any allowance for increase in 
market value as the long term collateral 


started at one time but never car- 
ried to a conclusion. With the reduc- 
tion of outstanding claims and a book 
value of about $67 a share fcr the stock, 
no personal liability can attach to the 
shareholders. 

The 4s of 1948 are sufficiently well se- 
cured and offer a yield of 740% for 28 
years. Around 60, they should show a 
profit of at least five points within a rea- 
sonable period. They are obtainable in 
denominations of $500. Care should be 
taken not to buy the 4s of 1947, the col- 
lateral for which includes a good many 
doubtful railroad stocks ——vol. 25, p. 623. 
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American Tobacco Co. 





Industrials 
Bonds and Stocks 


American Tobacco’s 1920 Gross May Total $160,000,000 


This Volume Would Be Equivalent to About 10% of the Country’s Total — Company’s 
Dividend Rate Does Not Appear Over-secure 


LTHOUGH the growth of the to- 
bacco habit has heen the subject 
of enthusiastic discussion for 

years it is a question whether the huge- 
ness of the prevailing demand for to- 
bacco and. tobacco products is yet fully 
appreciated. A comparative schedule 
of payments for luxuries during the 
past year, as compiled by the Secretary 

of the Treasury, shows that $800,000,- 
000 was paid for cigarettes during the 
year, $510,000,000 for cigars and $800,- 
000,000 for tobacco and snuff, or a total 
for all of $2,110,000,000. The next 
highest amount paid for luxuries went 
for automobiles and parts and totaled 
$2,000,000,000, followed by expenditures 
for carpets and luxurious clothing of 
$1,500,000,000, and for candy of $1,000,- 
000,000. 

The hold tobacco has on public favor 
and the scope of the industry are 
brought out in striking fashion by these 
figures. They appear all the more phe- 


nomenal when it is realized that a very 
large share of the industry’s growth 
sprung from the activities of one concern 
—the American Tobacco Co. 


The Dissolution of the Old Combine 

Prior to 1911, the American Tobacco 
Co., towering abdve its competitors, 
drove most of them from the field; this, 
at least, was the construction put upon 
the activities of the company by the 
Government which inaugurated pro- 
ceedings under the Sherman Anti-Trust 
Law for the dissolution of the Ameri- 
can Tobacco Co. as at that time con- 
stituted. 

On May 29, 1911, the United States 
Supreme Court rendered its decision de- 
claring the American Tobacco Co. a 
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monopoly in restraint of trade under 
the Anti-Trust Laws, and ordered the 
dissolution of the company. This plan, 
as approved by the United States Cir- 
cuit Court, provided for the segregation 


Photos by Brown Bros. 
IN AN AMERICAN 
FACTORY 
The center picture shows cigars in the 
making. At the left, a cigarette rolling 
machine. To the right, the chopping ma- 
chine for handling the leaf tobacco 


TOBACCO 


of the trust into fourteen separate and 
independent companies. Furthermore, 
under the dissolution plan, provision 
was made for the formation of five new 
corporations, namely, Liggett & Myers 
Tobacco Co., P. Lorillard Co. Gece. W. 
Helme Co., Weyman-Bruton Co. and 
J. S. Young Co. The object of the 
dissolution plan was to terminate the 
monopoly and so distribute the busi- 
ness that none of its branches would 
be controlled by any one company. 
As a result of the plan the American 
Tobacco Co. disposed of all its interest 
in the licorice, tin foil and snuff busi- 
nesses. 

The dissolution was carried out not 
only in theory, but in fact as well; as 
a result of it the business of the for- 
mer American Tobacco Co. was divided 
upon and distributed among its sub- 
sidiaries approximately as shown in 
Table I, printed elsewhere in these pages. 

The litigation revealed the fact that the 
business of the American Tobacco 
Co., had formerly been so extensive as 
to include practically all the well known 


and more popular brands of tobacco. 
These brands are now, of ‘course, con- 
trolled by the old company or its off- 
shoots. 
At the time of the dissolution, many 
of the holders of the securities of the 
old American Tcbacco Co. felt that 
the value of their holdings had been 
greatly impaired, and in view of the 
fact that many of the most valuable 
brands of the old American Tobacco 
Co. had been taken away from it and 
parcelled out to the various new cor- 
porations created, grave doubts were 
expressed as to whether the new 
American Tobacco Co. could hold its 
own under the newly created condi- 
tions, which called for strenuous com- 
petition. 

It is conclusively shown by figures 
now available that all such doubts were 
unjustified. The sales of the new 
American Tcbacco Co. in 1912, the 

@ first year of business after the disso- 


lution; amounted to $67,950,257. This, 
it is true, showed a decided falling off 
from the amount of gross sales for 
1911 before the dissolution had taken 
place, when they amounted to $101,- 
943,189. However, in 1919 sales totaled 
$146,023,730, an increase of more than 
“114% in seven years. It is more re- 
markable that the 1919 figure quoted 
shows an increase of 44% over the gross 
sales in 1911, the last year before the dis- 
solution, of the combined parent and sub- 
sidiary companies. There is every indi- 
caticn that the gross sales in 1920 will 
exceed $160,000,000. 

This latter figure is slightly less than 
10% of the country’s tobacco business and 
is an interesting evidence of the effective- 
ness of the dissolution. I consider it a 
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conservative figure, inasmuch as the to- 
bacco stock which will have been used 
by the end of the current year came from 
the 1919 and earlier crops, when tobacco 
brcught high prices. It stands to reason 
that the present low prices for the 1920 
crop of tobacco leaf will not be reflected in 
the sales and earnings until well into 1921, 
and even then it is felt that the selling 
price of tobacco, even though it should 
shrink in the gross total, will neverthe- 
less show as good a margin of profit 
as formerly. [ feel confident in mak- 
ing this estimate, in view of the fact 
that the manufacturing end of the busi- 
is handled almost exclusively by 
highly organized corporations, who 
practice the greatest efficiency and 
exercise the highest practical economy 
in the marketing of their products. 
Profits in the future seem almost cer- 
tain to maintain the standards which 
have been so securely adhered to in 
the past. 

Despite all the good things that can 
be said about the American Tobacco 
Co., however, there are certain points 
which prospective investors should in- 
vestigate thoroughly before classifying 
the stock as an A-l investment. The 
item in the balance sheet of the Ameri- 
can Tobacco Co. designated as “brands, 
trade-marks, patents, good-will, etc.,” 
has been carried since 1912 at $54,099,- 
432. This huge valuation amounted, at 
that time, to 37% of the total assets of 
the company; the other assets have so 
increased that the item in question, 
still carried at the same valuation, 
amounted to 26% of the total assets 
of 1919. While the proportion of 
“sood-will, etc.” has been reduced 
since 1912, it would seem to remain 
excessively high for a manufacturing 
concern, when it is understood to be 
over six times the figure at which “real- 
estate, machinery, etc.,” is carried in 


ness 


that date, largely, it would seem, out 
of cash on hand, as the cash item in 
the balance sheet was reduced approx- 
imately $4,000,000 between the years 
1918 and 1919. The remaining $20,000,- 
000 in notes mature as follows: $3,333,000 
on both November 1, 1920 and 1921, $3,- 
334,000 on November 1, 1922, and $10,- 
000,000 on November 1, 1923. None of 
the remaining $1,906,200 of the funded 
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debt of the American Tobacco Co. ma- 
tures before 1944. 

From the ‘foregoing, it would appear 
that the immediate future of the Ameri- 
can Tobacco Co. is very intimately asso- 
ciated with fluctuations in the prices of 
cigars, cigarettes, etc. The company’s 
large inventories of high-priced leaf might 
be troublesome if not worked off before 
reductions occur in the finished articles. 
On another page of this magazine will 
be found a discussion of the raw tobacco 


scrip. This practice was followed dur- 
ing the entire year of 1918 and the 
first half of 1919. The outstanding 
scrip, which approximated $12,000,000, 
was then converted into class B com- 
mon stock, which conversion, together 
with this year’s 75% stock dividend 
on the class A common stock, payable 
in class B common stock, increased 
the outstanding class B common stock 
to almost $50,000,000. 

The class A stock now outstanding 
amounts to $40,242,400. The class A 
and class B stocks have equal rights 
as to dividends and to assets, except 
that class B stock has no voting power. 

The value of the voting power to any 
stock is very difficult to gauge. In the 
case of the Bethlehem Steel Corpora- 
tion, the class A common stock, having 
the voting power, continually sells a 
few points below the class B common 
stock, which lacks that power. On the 
other hand, in the case of the R. J. 
Reynolds Tobacco Co., the class A 
common stock, having the voting 
power, sells at just double the price 
of the class B stock, which does not 
possess voting power. 

Since the dissolution of the Ameri- 
can Tobacco Company, the dividend 
payments which have been declared by 
the new organization have been 5% 
quarterly, which rate was maintained to 
and including June, 1920, payment. 
After the payment of the 75% stock 
distribution, the September 1 dividend 
was 3% in scrip, payable to both classes 
of the common stock. This scrip will 
bear interest at the annual rate of 8% 
and will be convertible into the class 
B stock on March 1, 1923. 

The program of paying dividends in 
scrip, which is convertible into stock, 
while it helps conserve cash resources, 
increases the outstanding stock and 
is, in fact, merely a stock dividend. If 








Cigarettes 
Volume Value 
Amer. Tob. Co. (new).. 37.11% 33.15% 
Liggett & My 27.82 .03 
P. Lorillard, C 
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TABLE I.—DISTRIBUTION OF OLD AMERICAN TOBACCO COMPANY’S BUSINESS FOLLOWING DISSOLUTION. FIGURES SHOWING 
PERCENTAGE OF FORMER BUSINESS RIES 
Smoking Plug 
Volume 
83.08% 
20.05 
22.82 


ALLOTTED TO VARIOUS 
Fine Cut 
Volume Value 
9.94% 
41.61 


Volume Value 
25.82% 22.98% 
33.47 37.84 

3.78 4.64 


Value 
40.53% 
16.47 
18.88 

2.78 


21.39 19.05 20.65 


Volume 
6.06% 


SS 


SUBSIDIA 
Cigars 
Value 


Little Cigars 
Volume Value 


15.48% 18.41% 


Snuff 
Volume Value 














the balance sheet. 

While there have been large an- 
nual increases in the amount of leaf 
tobacco, manufactured stock and sup- 
plies, this gain in inventory has been 
offset by corresponding increases in 
the accounts and bills payable; the 
latter liability item advanced $23,- 
873,000 during 1917. 





TABLE II—TEN-YEAR ANALYSIS OF AMERICAN 
TOBACCO, 


Total Net Bond & Other 


Inceme Interest 


$18,409,004 
17,215,257 
13,420,023 
12,412,623 
11,484,019 
11,836,931 
14,721,638 
15,980, 658 





$2,436,432 


the holder of the stock disposes of 
the scrip (thereby availing himself of 
the only method of obtaining a cash 
return on his investment) he does so 
at a sacrifice of a part of the per- 
centage of his stock holdings. 

The present rate of 12% on the 
$90,000,000 of common stock requires 
an annual disbursement of $10,800,- 
000; this compares with $8,048,480 











To reduce this item, the manage- 
ment in 1918 issued $25,000,000 short 
term notes, the proceeds of which took 
care of all but about $2,000,000 of ac- 
counts and bills payable in the 1918 bal- 
ance sheet, which item was immediately 
increased in 1919 to $18,073,188, an ad- 
vance which was also reflected opposite 
in the inventories. 

The company paid off on November 1, 
1919, the $5,000,000 notes maturing on 
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market which may serve to clarify the 
question of how much reliance may be 
placed in.the prevailing price-firmness of 
raw tobacco. ° 


The Scrip Dividend Policy 


The American Tobacco Co. has at 
various times pursued the policy of 
declaring a portion of its dividends in 


paid in dividends during 1919, show- 
ing an increase in the dividend require- 
ments, if the current rate is maintained, 
of $2,750,000, or almost 34% over 1919 
payments. 


Conclusion 
The American Tobacco Co. has been 
very liberal in its dividend disbursements 
(Continued on page 877) 
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Cuba Cane Sugar Corporation 





Cuba Cane Dodges the Collapse in Sugar Prices 


Company Understood to Have Disposed of Greater Part of Next Year’s Crop at High Figures 
—Earnings for Current Year May Prove Surprising 


HE price trend of sugar may well be 
compared to the swinging of a giant 
pendulum. This pendulum was tem- 
porarily held stationary during the latter 
part of the war by the action of the Fed- 
eral authorities; but upon the release of 
this control, it began an upward swing 
which continued until the late spring of 
the present year. 
During the summer and up to the pres- 
ent time the trend has been 


By L. F. GEORGE 


reckoned the Cuba Cane Sugar Corpora- 
tion. 


Properties of Cuba Cane 


Cuba Cane Sugar Corporation was 
started on December 1, 1915, with a cap- 
italization consisting of 500,000 shares of 
7% cumulative, convertible preferred 
stock with par value of $100 per sHare 
and 500,000 shares of common stock, hav- 


pounds, bringing the total up to about 
720,000 tons. 

This production is obtained from 373, 
000 acres of sugar lands owned outright 
and 231,000 acres held under long term 
leases. 

In order to more easily handle the out- 
put of its various estates, the company 
has built up the second largest railroad 
system in Cuba. The lines aggregate 683 
miles, 480 miles of which 
are standard gauge, which 





downward. This was the 
result of a number of influ- 
ences, among which may be 
mentioned careful hoarding 
by housewives during the 
spring, causing material fall- 
ing off im the retail demand 
during the summer; the re- 
sale in this country of sugar 
purchased for European con- 
sumption, and the raising of 
Federal Reserve Bank re- 
discount rates, which forced 
brokers to liquidate a large 
portion of their warehouse 
stocks. 

Whether the present de- 
clining tendency can be 
checked is a matter of con- 
siderable conjecture. From 
all appearances, the market 





latter mile age approximates 
that of the Wheeling & 
Lake Erie Railroad. The 
road has modern and ade- 
quate equipment, including 
121 locomotives and 3,504 
cane and other cars. 


Production 


The fiscal year ended 
September 30, 1920, showed 
the first exception to annual 
increases in production 
since the corporation was 
started in 1915. This de- 
crease was due to a drought, 
which affected the output 
of all the’ large sugar pro- 
ducing companies in Cuba. 
The actual production for 








is very nearly demoralized, 
and the normal backswing 
of the pendulum may be a 
long time in _ coming. 
However, even with 
Cuban raws selling at 
7% cents a pound, as contrasting with a 
price of about 23 cents a pound touched 
not long ago, it is interesting to note that 
some of the larger corporations have suc- 
cessfully disposed of very nearly their en- 
tire 1920-21 crop at a price average of 
close to 12 cents a pound. Among the 
fortunate ones in this class may be 


HANDLING THE CANE ON THE PLANTATION 


Transferring the cane from up-drawn wagons to the cane cars for 


transportation to the raw sugar factory 


ing no par value. In addition, there were 
sold on January 1 last $25,000,000 7% con- 
vertible debentures, due january 1, 1930. 

The company now owns and operates 
17 fully equipped sugar mills on the 


Island of Cuba, with a present working 


capacity of nearly 5,000,000 bags of raw 
sugar. Each bag contains about 320 


the year just ended amount- 
ed to 3,765,919 bags, com- 
pared with 4,319,189 bags 
in the previous year, which 
in turn had shown an in- 
crease of 1,145,021 bags 
over the production of the 1915-16 season. 

Another indication of the ability of 
those controlling the affairs of the cor- 
poration is evident on consideration of 
the following figures: Cost of original 
properties $48,983,296; increase in prop- 
erties and plants since organization (net) 
$27,457,419; net working assets $23,146; 
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586; making total nef tangible assets of 
$99,587,301. Thus this latter item has 
more than doubled during the life of the 
company, 

It is remarkable that this increase has 
taken place in the face of a steadily de- 
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creasing operating profit per pound, a 
shrinkage having taken place in this item 
from 1.364 cents for the season of 1915-16 
to 0.792 cents per pound for the season of 
1918-19. While the official figures have 
not yet been made public for the year just 
ended, it is reasonable to believe that, 
owing to the better prices realized for 
sugar, the operating profits rose to 2 cents 
per pound or better. 

The management has conservatively put 
back into working capital all of its sur- 
plus from earnings after dividends on the 
preferred stock were paid. This surplus 
amounted to $17,000,000 prior to the fiscal 
year just ended which, together with an 
estimated $10,000,000 for the later period, 
aggregates $54 a share for the common 
stock, or over one and one-third times 
the present market quotation of the 
shares. 


Management 


It is safe to say that the calibre of a 
corporation’s management will be the 
greatest single factor in its success or 
failure. On this basis, the Cuba Cane 
Sugar Corporation, with its affairs under 
the control of industrial and financial 
leaders of international scope and in- 
fluence, occupies a very enviable position. 
Among those included in its Board of 
Directors may be mentioned the follow- 
ing: Manuel Rionda, president, the rec- 
ognized leader of the sugar industry in 
Cuba; Charles H. Sabin, president of the 
Guaranty Trust Co., the largest institu- 
tion of its kind in this country; Horace 
Havemeyer, a member of the Havemeyer 
family, which, for years, has been the 
leading factor in the sugar circles of the 
United States; W. E. Corey, chairman of 
the board of directors of the Midvale 
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Steel & Ordnance Co.; Walter E. Ogilvie, 
who is associated in the management of 
a number of other important Cuban en- 
terprises; Charles H. Hayden, of the 
Stock Exchange firm of Hayden, Stone & 
Co., who has a business experience so 
broad that he is now serving on the 
directorates of approximately forty of our 
larger corporations. Other important in- 
terests on the board include Frederick 
Strauss and William P. Phillips, represent- 
ing the well-known banking house of J. 
and W. Seligman. 


Finances and Dividends 


Since the sale last January of $25,000,- 
000 7% convertible debentures, the com- 
pany has been well supplied with liquid 
working capital. F 

Due to the fact that a large portion of 
the output for the season of 1920-21 has 
been sold at 12 cents per pound or better, 
as against 9 cents for the 1919-1920 year, 
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it seems extremely likely that profits for 
the ensuing period will be even larger 
than the $20 per share estimated to have 
been earned on the common stock during 
the fiscal year just closed. This would 
add credence to the statement heard by 
the writer in informed circles to the 
effect that dividends will be inaugurated 
on Cuba Cane’s common stock before the 
end of 1920. 

The company’s 10-year 7% debentures 
are convertible during their lifetime into 
the common stock at 60. At the present 
price of around 93, these debentures give 
a yield of 8% if held to maturity. This is 
about the proper return, at the present 
market, on this class of bonds, but does 
not, of course, allow for any value that 
may accrue as the result of the con- 
version privilege which may prove to 
be profitably exercisable at some time 
during the life of the issue. The pre- 
ferred stock at around 76, returns slightly 
over 9%, but there seems slight proba- 
bility of any material advance in this 
issue until the present unusual demand 
for money declines. 

The common stock offers a very at- 
tractive speculative opportunity at pres- 
ent prices but can be only classed as a 
speculation, in view of the demoralization 
in the sugar market and the uncertainty 
confronting producers,—vol. 25, p. 285. 


OUR GROWING CHEMICAL 
INDUSTRY 

Opening the Chemical Exposition at the 
Grand Central Palace, Charles H. Herty, 
president of the National Exhibition of 
Chemical Industries, said: 

“The possibilities for development of 
the chemical, drug and dye industries are 
indicated by the authorized capital of the 
new companies organized during the past 
six years. These were as follows: 1915, 
$65,565,000; 1916, $99,244,000; 1917, $146,- 
160,000; 1918, $73,403,000; 1919, $112,173,- 
000; 1920 (8 months), $167,992,000. 

“In addition to supplying domestic 
needs Government statistics show that 
during the past fiscal year our exports of 
chemicals have been distributed in all of 
the principal countries of the world. -The 
total value of these exports was $1,250,- 
000,000. It is of particular interest that 
the products of our young dye industry 
were shipped in quantities whose valua- 
tion totalled $24,000,000. 

“We must not be misled, however, by 
the foregoing figures. Those referring te 
capitalization represent authorized capital 
not actual capital invested; they represent 
the confidence of American citizens in the 
great future of the American chemical 
industry.” 
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HIGH MONEY RATES 

It is probable that open market rates for 
money, while they may react to some de- 
gree, are on a definitely higher basis than 
before 1918 as a fixture for some time to 
conie. A fairly stiff rate for money is 
not really a great burden in actual addi- 
tion of cost on commerce. It will prob- 
ably have the effect of inducing business 
concerns to adopt more efficient methods 
in the handling of their current finances.— 
The First Federal Foreign Banking Asso- 
ciation. 
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Investors’ Indicator of Industrial, Oil and 
Mining Stock 











The dividend rate given covers regular declared dividends on yearly basis. Extra or stock dividends are noted from time to time in the 
comment column on the right, which also summarizes important price-affecting factors. The yield on price is based on regular dividends and 
the last reported sale or bid price before going to press. A minus sign before earnings column indicates a deficit for the year in dollars per 
share. INTENDING PURCHASERS should read all notes carefully and consult ‘‘Financial News and Comment.”’ It is also well to consult our 
Inquiry Department. 


Present 
Div. Recent 
1919 1920 Rate Price 
cS ae 10 77 
32.24 27.67 12 133% 
7b 61 


20.73 8,81 
J oer 6 75 


41.05 14.42 6 
13.9 eos 10 


5.56 23.626 10 
89.89 .... 7 


Dollars Earned per Share 
== 
1918 
11,18 

30.60 


18.35 
7,44 





Remarks 
INDUSTRIALS 
Amer. Bosch Magneto 


1917 
7.98 
27.37 


13.56 
7.50 


21,80 
11,2 


13,90 
40.42 


Monthly output reduced; now 20,000 magnetos 
against 40,000 in June. 

Receiving large repair orders. 

Operations poor at present, 

Has just acquired important South American 
subsidiary. 

Large railroad orders expected. 

Company stands to lose by cancellation of 
sugar contracts. 

Doing record business. 

Lawrence mills reopened; 
prices. 

Principal earnings coming from oil subsidiary. 

Has 6 months’ orders of $45,000,000 on books. 

New contracts reod. from Navy, but Shipping 
Boaré cancels contracts. 

Common dividend passed, due to depression in 
industry. 

Reduces price on cars. 

Will erect $1,000,000 plant in Chicago. 


Amer. 
Amer. 
Amer. 


Car & Foundry a 
Hide & Leather pfc.... 
International 


Amer. 
Amer. 


16.64 
11.7 


29.75 
21.36 


13.50 


Locomotive c 
Sugar Refining 


Amer. 
Amer, 


Atlantic Gulf & W. I 52.20 
Baldwin Locomotive 6.09 34.53 
Bethlehem Steel > 43.20 


Sumatra d 
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Central Leather 


Chandler Motor 
Coca Cola g 
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Corn Products 
Crucible Steel 
Cuba Cane Sugar 
Cuban American n 
Fisk Rubber 
General Asphalt 
General Electric 
General Motors 
Goodrich 
International Marine, pfd 
International Paper 


Kelly-Springfield 


. egre 
Republic Iron & Steel 
Republic Motor Truck 
Stromberg Carburetor 
Studebaker 
Tobacco Products 


United Fruit 


U. 8. Food Products 

U. 8, Industrial Alcohol 
U. S&S. Rubber 

U. 8. 

Westinghouse 
Willys-Overland 


OILs. 


Caddo Central 
California Petroleum 


Sinclair Consolidated 
Texas Co, r 


MINING. 
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Utah Copper 
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Operating at 70% of capacity. 

Expects good fall business. 

1920 earnings est. at $20 per share. 

1920 earnings of $12 per share expected. 

Operating about 45% of capacity. 

Fire destroys subsidiary’s Barber Asphalt plant. 
cord operations reported. 

Will not reduce prices of cars, 

Reduces working force and cuts production. 

Shipping business unsatisfactory. 

Big demand for company’s product. 

Offering 82,000 new common shares to pay for 
new plant. 

Large rail orders expected. 

Cut in prices looked for. 

Advances price of car, 

Has sold nearly all 1920 crop at high figures. 

Cut in ces expected. 

Closes Alma, Mich., plant. 

Some cancellation of orders reported, 

Reduces price of cars, 

Pres. Dixon states company is making record 
earnings. 

1920 earnings of $45 per share expected; extra 
disbursement looked for. 

Peoria plant resumes operations. 

Doing fair business. 

Has large surplus of tires on hand, 

No price cuts by corporation looked for, 

Will enter wireless field, 

Toledo plant on 3 day a week schedule; car 
prices reduced. 


Increased earnings reported. 
Production shows good results. 
Shares only a speculation, 
age highly speculative. 

increase capital. 
Shipesonts still satisfactory. 
Earnings appear to have turned, 
Great activity reported. 
Earnings steadily increasing; has 

future. 


splendid 


Mexican operations improving. 
Enters fertilizer field. 

Building large new smelter. 
Operations reduced by poor market. 
Production curtailed by poor demand. 
Foreign outlook still unsatisfactory. 
Production continues ¢ 

Making large earnings. 

Output still curtailed. 








a—Year ended April 30, b—li4éq% due in back divs, o—Year ended June 30, d—Year ended July 31, e—Based on 9 months. 
f—Based on 6 months. g—On present capital, h—Also extras. i—Also 19% annually in stock. j—Also 12% annually in stock. 
k—Based on 5 months, 1—Year ended May 31. m—Based on 7 months. n—On old stock. o—Also back extras. p—Based on 
6 months. q—Pays 8% annually in stock, r—Based on old capitalization. s—Based on 8 months, t—Based on 4 months, u— 
Based on 6 months, 














THE MAGAZINE OF WALL STREET 




















Butterick Company 





Publishing Profits Eaten Up By High Labor and Paper 


Costs 


Butterick’s Record Before the War Better Than Since, Despite Larger Advertising Being Done 


HE Butterick Company is an inter- 
esting example of a concern which, 
unfortunately, did not measure up 

to expectations. In view of the hopes 
which were held out for the company, 
and justified by what seemed its excel- 
lent prospects this year, Butterick must 
be confessed to be a disappointment. 
At the beginning of 1920 it looked as if 
the company were headed for a period 
of great prosperity. Instead Butterick 
earned only 17 cents a share for the 
first six months. 


The Business 

Butterick is a holding company and 
owns the entire capital stock of the 
following concerns: The Federal Pub- 
lishing Co., the New Idea Pattern Co., 
the New Idea Publishing Co., and the 
Ridgeway Co. Through these com- 
panies, it controls The Butterick Pub- 
lishing Co. and The Standard Fashion 
Company. The company publishes the 
“Delineator,” “The Designer,” “Wom- 
an’s Magazine,” “Adventure,” “Every- 
body’s Magazine,” and other magazines. 
One of its most fruitful sources of in- 
come is the publication of what are 
known as Butterick Patterns,—paper 
patterns for woman’s wear and gen- 
erally recognized as the standard in 
their field. 

The main source of revenue is from 
advertising in the various periodicals 
published by the company. For a time, 
during the past two years, it looked as 
if a new era in the advertising field had 
arrived and that the company would 
benefit accordingly. A number of cor- 
porations and business concerns found 
that it was advisable to use part of their 
excess profits for the purpose of build- 
ing up future business, via advertising, 
rather than subject such profits to the 
excess tax. Inasmuch as cost of adver- 
tising was classed as operating expense, 
it fell outside the liability to taxation. 
It is for this reason that many business 
concerns devoted an unusually large 
percentage of their profits toward in- 
creasing their advertising at no great 
added cost to them. In the meantime, 
publishing companies prospered. 





Earnings 

Butterick, of course, had its share of 
prosperity, though it had by no means 
what could be called a brilliant record. 
Thus in the year 1917, it earned the 
modest amount of $1.78 a share. In 
1918, this jumped to $3.01 a share, fol- 
lowed by a slump to $2.19 a share in 
1919. It is interesting to note, however, 
that although the past two years have 
been prosperous ones for the general 
publishing industry, Butterick did far 
better in the years before the war. In 
the period 1910-1915, it earned an an- 
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nual average of $3.78 a share. At no 
time during that period did earnings 
fall below $3.13 a share, and even this 
minimum exceeded the amount the 
company has earned in any year since 
1915. 

A record of this sort does not speak 
well for the company’s present earning 
power, especially considering the fact 
that the past two or three years have 
been, on the whole, prosperous ones for 
the publishing business, It may be ar- 
gued that if a publishing company 
could not earn exceptionally large 
amounts during a period when general 
industrial conditions favored such re- 
sults, it will not do better during the 
period of an industrial slump. In other 
words, if Butterick earned only a small 
amount per share during the past few 
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years, it may not do as well in the fu- 
ture, when it is generally conceded that 
industry, as a whole, faces readjust- 
ment. 


Comparisons 
Factors which contributed to But- 
terick’s prosperity during pre-war 
years no longer exist. The cost of 


labor has advanced tremendously. In 
addition, the cost of paper has increased 
by leaps and bounds. It is true that 
the company tried to keep pace with 
the increase in its operating expenses 
by advancing the cost of subscriptions 
and advertising, but, comparatively 
speaking, it failed. This needs no fur- 
ther proof than the fact that, in spite 
of these increases in subscription and ad- 
vertising prices, the company actually 
lost ground so far as earnings were 
concerned. 


Conceding the peak of high 


that 


prices has passed, it is obviously il- 
logical to expect Butterick to raise the 
price of its subscriptions and advertis- 
ing. No relief from this source, there- 
fore, can be expected. Will the situa- 
tion be alleviated by lower costs for 
labor and paper—the two principal 
items of cost in the publishing busi- 
ness? At the present moment, the out- 
look for an important reduction in 
these costs does not appear too bright. 
Labor, certainly, is not in a mood to 
approve lower wages. As for paper, 
the shortage which exists ‘can hardly 
be expected to permit any large price 
cut. On the operating side, therefore, 
Butterick seems to be in for a period 
of sustained high costs, at the same 
time that its volume of business may 
decrease, owing to uncertain industrial 
conditions. 

Assuming, then, that such a reaction 
is in sight, the paramount question in 
Butterick affairs is how strongly the 
company is fortified against stress. At 
this point, a word of encouragement 
may be given. 

Strong Financial Condition 

Since the passing of the dividend in 
1916, the management has consistently 
followed a policy of conservation of 
cash. At no time since 1916 has a divi- 
dend been paid, though earnings might 
have warranted small disbursements. 
The result has been that, today, cash 
on hand is at the highest point in the 
history of the company. For the six 
months ended June 30, 1920, this item 
stood at $372,068 or an increase of 
about 60% over 1916. 

While inventories have increased 
since 1914, they do not stand at a dis- 
proportionately large amount to-day. 
The proportion of inventories to total 
working capital at the end of June 30, 
1920, was 41%. At the end of 1914, the 
proportion of inventories to working 
capital was 30%. Thus in the period 
Dec. 31, 1914, to June 30, 1920, the pro- 
portion of inventories to working cap- 
ital showed only a relatively small in- 
crease of 11%. ‘This is particularly 
significant inasmuch as the bulk of in- 
ventories consists of paper stocks 
which have advanced enormously in 
price. The inventory position of the 
company thus can not be regarded as 
inflated, especially since it is unlikely 
that the price of paper will decline 
much in the next year or so. 

Total current assets at the end of 
the six months to June 30, 1920, stood 
at $3,868,686, while total current liabili- 
ties stood at $1,507,938. Total working 
capital thus stood at $2,360,748 or 
$16.16 a share on the $14,647,200 out- 
standing capital stock. Net tangible 

(Continidled on page 883.) 
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Union Bag & Paper Corp. 
St. Maurice Paper Corporation 








International Paper Company 





Paper Profits That Are Profits 


Huge Earnings of Newsprint and Stationery Manufacturers Are Something More Tangible 
Than Account Book Entries—Will Paper Prices Go Down? 


HUS far, or at least at this writing, 

the paper industry has been free from 

the anticipation of lowered prices, 
with the almost inevitable corollary of 
swollen inventories slowly to be liqui- 
dated. There is no guarantee, of course, 
that any commodity will escape the era 
of deflation which apparently is setting in 
on all sides, but naturally there are indus- 
tries which will be slower to feel the 
effects of the readjustment. And the 
paper industry seems to be one of those. 

Perhaps the only hint to suggest that 
the paper makers are in line for smaller 
margins of profit may be found in the 
fact that while early in the year print 
paper for spot delivery commanded the 
price of 15 cents a pound, it was recently 
reported to be selling at 11 cents. An- 
other possibility, which, however, seems 
to command no immediate threat, is the 
announced reduction in lumber prices. 
The sky high level of 
lumber prices afforded 
paper box manufacturers 
a fine opportunity to build 
up a strong market for 
card board boxes and con- 
tainers of one kind and an- 
other, to take the place 
of the once familiar wood- 
en box. If lumber prices 
are cut sufficiently there 
may be the renewal of 
brisk competition and a 
market tighter than the 
one wherein paper manu- 
facturers have had almost 
free play for some time. 

The paper industry is 
international, and the give 
and take of the world 
fluctuations in demand and 
supply more truly deter- 
mine the state of the pros- 
perity of the American 
companies than in many 
other industries. The com- 
petition with Canadian 
mills. is especially keen, 
and in 1918 an analytical survey found 
that in the Dominion the mills could pro- 
duce for $5 a ton cheaper than in the 
States. 

In considering the paper industry of 
this country, or at least in considering the 
reflection it finds in the securities market, 
two companies stand forth to invite dis- 
cussion. They are the Union Bag & 
Paper Co. and the International Paper 
Co. The first named is the big maker 
of paper bags, wrapping paper, etc., while 
the second is one of the largest, if not 
actually the largest, producer, of news- 
print paper in the world. 


UNION BAG & PAPER 


The present Union Bag & Paper Cor- 
poration is the corporate successor of the 
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old Union Bag & Paper Co. The succes- 
sion came about through what was prac- 
tically a financial readjustment in 1916 
more or less necessitous. By this read- 
justment holders of the old Union Bag 
& Paper preferred and common shares 
were given the chance to exchange for 
stock, of one class, in the new company, 
and this exchange pared down consider- 
ably the amount of share capitalization. 
Whether or not the old company was top 
heavily capitalized is ancient history and 
beside the point now, but it must be ad- 
mitted that the new company was con- 
servatively capitalized, particularly so in 
the view of the progress and development 
of earning power. For the sake of the 
record it may be stated that the total 
amount of preferred and common stock 
of the old company was $27,000,000, 
whereas the new company started with 
only $10,000,000 stock. Shares remained 


different earner into a prosperous concern, 
The old company found difficulty in pay- 
ing 7% on $11,000,000 preferred, whereas 
the present company is paying 8% on 
$15,000,000 stock, all of one class. 


Earnings Development 


In the four years ended December 31, 
1919, total earnings on the stock aggre- 
gated $76.80, an average of $19.20. Thus 
far the biggest years were 1917 and 1918, 
as the table will show. If current reports 
of this year’s business are a true guide, 
the 1920 showing will be the best on the 
record. The latest available official fig- 
ures are those for the four months ended 
April 30, 1920, in which period net profits, 
after taxes of $2,059,000, were shown. 
Included in that income statement was 
$1,125,000 represented by a stock dividend 
paid by the St. Maurice Paper Co., a Ca- 
nadian subsidiary of fast growing earning 

power. Even with this de- 
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UNLOADING PAPER PULP 


Canada exports large quantities of pulp and because of its vast 
resources in pulp and timber the mills of the Dominion can produce 


paper $5 a ton cheaper than in the States. 


at this figure until the spring of 1920, 
when a stock dividend of 50% was de- 
clared, raising the amount of stock out- 
standing to $15,000,000. 

Dividends were instituted at the rate 
of 6%. The rate is now $8, that amount 
being paid upon the increased capital. The 
net effect is that the company through 
growth of. earning power is able to dis- 
burse twice the amount in dividends over 
1916. 

It is readily apparent that the new com- 
pany began life in the present corporate 
form at a most opportune time. The war 
boom was in a robust beginning, and. per 
share annual returns have been something 
more than merely satisfactory. With the 
aid given the industry by war conditions, 
the company was converted from an in- 


ducted as a current in- 
come item, the resulting 
surplus was equivalent to 
$9.34 a share on 100,000 
shares of stock, or at the 
annual rate of over $28 a 
share. 

Later unofficial reports 
indicate that, based on the 
returns of the first six 
months, earnings were 
running at the annual rate 
of $20 a share on the $15,- 
000,000 capital stock. 

Of the total four years’ 
earnings of $76.80 a share, 
$28 a share was paid in 
dividends, of which $22 
was disbursed in cash and 
6% in Liberty bonds. With 
this record, the declaration 
of a stock dividend was 
foreshadowed when the 
Supreme Court held stock 
dividends to be non-tax- 
able as income. The divi- 
dend of 50% added 50,000 
shares to capitalization and increased 
dividend requirements by $400,000. 


A Promising Subsidiary 


One of the interesting connections of 
the Union Bag & Paper is its control of 
the St. Maurice Paper Corporation, a 
Canadian company owning 2,000 square 
miles of Crown timber lands in the Pro- 
vince of Quebec. This company has plants 
with annual capacity of 40,000,000 feet of 
lumber and 35,000 tons of newsprint 
paper. The company had an original stock 
capitalization of $5,000,000, of which 
Union Bag owned 75%. A stock divi- 
dend of 30% increased the controlling 
company’s holdings to $4,875,000 of a 
total of $6,500,000. The subsidiary pays 
cash dividends of 8% and is earning at 
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the rate of between 20 and 25%. Union 
Bag’s share of the cash payments is 
equivalent to between $2 and $3 a year 
upon its stock. On the balance sheet of 
the proprietary company, the investment 
in St. Maurice is carried at par or $100 a 
share, which seems conservative enough. 
The stock of the St. Maurice Co. has a 
present market value in Canada of $150 
a share. Probably this high quotation is 
due somewhat to the small floating sup- 
ply, there being only 25% available. It 
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certainly is not dictated by the cash divi- 
dend rate of 8%. 
Balance Sheet Position 

The balance sheet position of Union 
Bag at the end of 1919 was simple enough. 
Working capital totaled $4,569,273. Cur- 
rent assets consisted to the extent of: over 
60% of inventories, while current liabili- 
ties were made up of accounts payable and 
tax reserves. The inventory account was 
not inflated nor unduly high, and did not 
suggest an unusual amount of stocks on 
hand. The figures as of April 30, 1920, 
-did not show any material change in in- 
ventory position, and it was noticed that 
-as of that date the company had a $1,000,- 
°000 loaned on call. 

Conclusions 

Union Bag & Paper has a small issue 
.of bonds out, consisting of $2,447,000 first 
mortgage 5s due 1930. They may be con- 
-sidered first class and amply protected. 
There are some $850,000 of subsidiary 
sissues out. 

The stock has good speculative possi- 
bilities, and at present is selling around 
-85, where it yields 9.4% at current divi- 
.dend rates. Incidentally 85 is equivalent 
to 127 before the 50% stock dividend. 
The issue is inactive, and has yet to be 
subjected to pressure in the readjustment 
of the industrial stocks which has been 
under, way for some months. It is per- 
haps an issue to be treated rather warily 
by the average person, not because it lacks 
value, but becatise of its slow market, 
or at least it should not be bought for 
the so-called quick turn. 

INTERNATIONAL PAPER 
Like Union Bag & Paper, International 
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Paper has been the subject of a capital 
readjustment, which was accomplished in 
1917 principally through the discharge of 
the 334%4% accumulated dividends on the 
preferred stock. As a result the bonded 
debt was refunded, and both the pre- 
ferred and common stocks were increased. 
The back dividends on the preferred 
were paid off by a small cash payment 
and by tenders of 14% im preferred and 
12% in common. Capitalization as it 
stands today approximates $50,000,000, 
consisting of about $6,500,000 bonds, $24,- 
771,000 6% preferred and $19,800,000 com- 
mon. 

International Paper is largely a maker 
of newsprint. In 1919 the company pro- 
duced 305,708 tons of newsprint, and 
166,299 tons of other kinds of paper—high 
grade products. An interesting and per- 
haps significant feature of the business is 
the increasing output of paper other 
than newsprint. On this sort of business 
profits are greater, and it is said that al- 
though newsprint constitutes the greater 
part of gross business, it furnishes only 
50% of the net profits. 

In connection with the readjustment in 
many commodities prices, a word is nec- 
essary regarding the trend of newsprint 
paper prices. International announced 
that its prices for the fourth quarter of 
1920 would be $130 a ton, against $96 
in the first quarter, $100 in the second and 
$115 in the third. The average in 1914 
was somewhere around $40. Furthermore 
the company has announced that it prob- 
ably would be necessary to curtail the re- 
quirements of its customers,in 1921, but 
it is conceivable that conditions may 
change to obviate this step. Trade re- 
ports indicate a decrease in the production 
of wood pulp this year, and there are as 
yet no appreciable signs of a falling off 
in demand. Nevertheless there is some 
degree of caution in estimating earnings 
of the company this year. It if said that 
they are expected to be as large as last 
year, when $13.24 was earned per share 
on the common stock. 


Production Costs 

At the beginning of 1920 cost of labor 
per ton was $20 compared with $8 in 1913, 
and since the first of 1920 another wage 
increase of 20% was granted. Another 
important factor in costs has been the in- 
crease in the price of wood used in paper 
making, which has advanced over 100%. 
The company probably hopes to attain a 
position where its possession of wood- 
lands will ensure an annual growth equal 
to the annual cut or consumption. These 
facts lend some answer to the question 
that must have been bothering more than 
one holder of the common stock. For 
despite the prosperity of the past four 
years, the management has yet to declare 
a dividend on the junior shares. When a 
company can show total earnings of $87.39 
a share in four years, it is reasonable to 
assume that some shareholders are won- 
dering about disbursements. The com- 
pany requires no defense for its action in 
withholding payments, but it is well to 
remember that the fat years followed 
years of lean when the common had no 
earning power, and it was a difficult mat- 
ter, or at least a full-sized job, to main- 
tain payments of 2% a year on the pre- 
ferred. In the years from 1910 to 1915 


inclusive, average returns on the 6% pre- 
ferred ran between 4 and 5%. Now it is 
easily possible to maintain the full divi- 
dends on the preferred, and there is nat- 
urally no question of arrears im pay- 
ments. 

When a company has passed through a 
series of poor years, it is altogether 
reasonable for the management to repair 
fences. In the four years property invest- 
ment and other investments have not 
changed materially, but as of December 
31, 1919, the company had advanced $4,- 
386,000 to subsidiaries for the purchase 
of woodlands, and whereas inventory at 
the end of 1915 stood at $8,338,000 it 
totaled $23,713,000 at the close of 1919, an 
increase of almost 200%. It is quite ap- 
parent that a big growth in business has 
some drawbacks as well as compensations. 
At the end of 1919 the company had $8,- 
500,000 motes payable, presumably bank 
loans, and this has suggested new financ- 
ing, which, however, has so far been 
avoided. 

Working capital of $20,239,000 at the 
end of 1919 represented an increase of 
about 100% over the figure at the end of 
1915. 








*INTERWATIONAL:PAPER-< 


}__ M) OPERATING INCOME 
| TOTAL NET INCOME 








- Millions of Dollars 








~ EARHED ON COMMON 
LR SHAR 























The Property Investment 


International Paper’s possessions of 
woodlands are undoubtedly of great po- 
tential value, not so much in the valua- 
tion per acre they represent, although 
this of course adds to the so-called equity 
value, but in their value as a source of 
supply of the raw materials necessary for 
paper making. The company and subsi- 
diaries own 1,400,000 acres of spruce 
woodlands, in New England, Michigan 
and Canada, and also have government 
license to cut on 2,700,000 acres in Canada. 
In addition to the woodland value there 

(Continued on page 866.) 
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Securities We Would Not Recommend and Why 


* Suggestions from Members of Our Staff as to Issues They Would Prefer to Avoid Under 


Present Conditions 


NOTE—The brief comments included in this department represent frank personal opinions, which are impartial but of 


course not infallible. 


may be made. 
of the company or its managers. 


If any misstatements or 
various companies mentiened, we shall be glad to 


er likely to be temporarily affected by unfavorable conditions. 


Alaska Gold Mines—I can find 
nothing in the past, present or future of 
Alaska Gold Mines to suggest that the 
stock can ever become a profitable invest- 
ment. Earnings since its incorporation in 
1912 have almost been microscopic. In the 
three years 1915-1917 the grand total of 
47 cents a share was earned on the $10 
capital stock. Since and including 1918, 
the company has regularly shown a deficit. 

The 10-year 6% convertible debentures, 
series “A” and “B,” have been defaulted. 
The capital stcck has never paid a cent 
in dividends. 

Recent earnings of the company indicate 
a progressively unfavorable financial posi- 
tion. 

Several factors of comparatively recent 
origin are mainly responsible for the com- 
pany’s position. One is the fact that where 
it has been possible to secure skilled labor 
at all, the cost was excessively high. 
Another is the fact that gold is an “un- 
popular” eommodity. It is the only com- 
modity which has not advanced since the 
beginning of the war. Under the circum- 
stances, with high operating costs and a 
stationary gold value, gold mining became 
extremely unprofitable. Naturally Alaska 
Gold Mines suffered. 

But the most serious factor and one 
which is likely to have permanent influence 
is that most, if not all, of the company’s 
high-grade ore has already been absorbed, 
leaving only low-grade ores from which 
to extract the precious metal. The lower 
the grade of ore, the less profit. 
company’s prospects for profits would thus 
seem to be extremely limited. 

It would not be fair not to mention that 
the company has expended considerable 
sums in maintenance and improvement. 
The physical condition of the various 
plants used in connection with the mining 
process is good. But the question arises: 
If the mine gradually discloses poorer and 
poorer ore quality, of what use will the 
present equipment be? 

In any event the stock does not recom- 
mend itself, even as a fair speculation. It 
may have a small move from its present 
selling price of around 1%, but if it does, 
it will probably be on the basis of a 
rumor to the effect that the Government 
will subsidize gold companies. Something 
like this happened a year or so ago, and 
the stock ran up to 5 as a result. When 
the falsity of the report was made evident, 
the stock fell back, and gradually reached 
its present level—K. 


Grape Ola Securities—I would have 
hesitated to discriminate against this se- 
curity until its value, or lack of value, 
had been thoroughly demonstrated, but for 
the fact that brokers concerned in its sale 


have resorted to high-pressure selling 
methods, along conventional promotion 
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lines. Recent data emanating from the 
company’s office, and its broker-sponsors, 
do not tell us how much per share the 
preferred stock is earning, but refer us to 
the evening papers on the subject of 
quotations for the stock on the Curb. We 
are told that Grape Ola preferred has 
confirmed predictions by advancing from 
$1 to $3.75; also that a 400% stock divi- 
dend is on the “tapis”: and finally we are 
given, free, gratis, and for nothing, a reser- 
vation of “a limited number of preferred 
shares at $3, and of common at $2.” If 
the preferred stock sells on the Curb at 
$3.75, how in the name of Wallanbroad 
are they able to give it away at $3, and 
why don’t they keep on selling it on the 
Curb at $3.75? If they know there’s a 
400% stock dividend coming along, why 
not keep the information to themselves, 
and give themselves some cheap stock 
along with the bonus? A couple of fac- 
simile letters from stockholders are en- 
closed praising the management, etc., and 
confidently predicting better things. One 
writer says: “Perhaps my Grape Ola 
shares will*almost make me wealthy. 
Who knows?” We echo: “Perhaps?” 
This writer is optimistic, and there is 
nothing to indicate anything but the best 
of good faith on his part, but he apparently 
has a lot to learn about securities. 

As most people will guess, the company 
makes a fruity concentrate, gingerale, and 
other extracts and soft drinks, that in- 
vigorate but do not inebriate (worse luck— 
whisper the irreverent). It is capitalized 
for $1,500,000, of which only 350,000 shares 
are participating 8% cumulative preferred 
shares. In the latter issue the fireworks 
have commenced as per schedule, and in 
spite of the lack of kick the fruity con- 
centrate is said to possess. Anyone not 
familiar with the ways of Wall Street 
receiving the circular matter would feel 
that he has fallen into the lap of the Gods 
to have an option on stock at $3 that is 
presumably. selling in the open market at 
$3.75. Is there a colored gentleman in 
the sawdust heap? 

As remarked, the value of the stock 
will ultimately depend on earnings, about 
which—specifically—aforesaid sponsors are 
silent. I have known of less worthy stocks 
than Grape Ola to be boosted to dizzy 
heights on the Curb, and they are not 
even quoted at nickels now. Where are 
the Tex-Rickards, Home Oils, Delatour 
Beverages (also a kickless quencher), Imp 
Carbon Chasers, Monster Chiefs, Green 
Monsters, Big Ledges, etc., etc., which 
would all of them fulfill “predictions”— 
if you had the sense to go with the insiders 
while the going was good. 

On its merits, Grape Ola might have a 
chance, but it has gotten off to the very 
poor start of meaningless marking up on 
the Curb, with strong-arm publicity 


ions are noted by officials or others well informed as to the 
them brought to our attention so that further investigation 
The fact that a security is included in the department does not necessarily reflect upon the standing 
It may be a security of high grade, but, im the opinion of the writer, selling too high, 


methods to keep it going. Its capitaliza- 
tion is already rather hopeful, and each 
boost in quotations raises inside expecta- 
tions still further. If a good wine needs 
no bush why should grapejuice extract 
need all these trimmings? 

Until its sponsors place the soft pedal 
on their selling campaign, I would prefer 
to stay out.—D. 


Irish Oil—I would not recommend 
the purchase of this stock. I can think of 
no better reason for avoiding it than the 
following verbatim extracts from a bulle- 
tin issued by one of its sponsors: 

IRISH OIL TO ADVANCE TO $2.00 
PER SHARE! 

There are less than*5,500 shares of Irish 
Oil left at par! This big winner has been 
snapped up until it is about all gone. 

I have sought to use/this stock as widely 
as possible in my campaign for new clients. 
That is why I have’ restricted purchasers 
to 500 shares. 

THERE IS NO STOCK IN TEXAS 
TODAY THAT CAN REMOTELY 
COMPARE WITH IRISH OIL AT 
THE PRICE! 

When your money has been returned to 
you in dividends you will still have a stock 
that will be worth about ten to one, de- 
pending on market conditions. That is 
the way for a real oil stock to perform. 
It justifies decent expectations. This is 
not a promise. It is actual performance. 

Four Hundred and Fifty-Three Golden 
acres! Ten wells! More than 150 wells 
yet to be drilled. Depth 202 feet! Casing 
on hand for 25 more wells! This company 
should be earning its capitalization nearly 
every month after the first year! 

Remember the last three wells came in 
at around 75 barrels each. The estimated 
production—average—of the whole is 
around 40 barrels each. 

This is my first deal in Kentucky. It 
took the gentlemen who interested me 
three weeks to get my signature. Don’t 
be as slow as I was. -I had been so en- 
grossed in our own development here that 
I could hardly believe what they told me. 

Now is the time to get in. I stake my 
reputation on this stock. I base my claim 
to future patronage on it. 

It is a matter of regret to me that the 
issue is so limited. It makes it necessary 
that all orders be sent in without delay. 
It might be a good plan to wire me 
reservations, as my rule is and always has 
been first come first served without 
favoritism. Here is a proposition that has 
already proven that it will retrieve every 
loss you have made in the oil game—if 
you. have been that unlucky. I have en- 
closed an addressed envelope and an order 
blank for your use. 

ATTEND TO THIS AT ONCE. 

—R. 
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Building Your Future Income 


Jacob H. Schiff 


His Life and Work an Inspiration and Lesson—From Immigrant to Leadership of His Race, 
Supremacy in Finance and Philanthropy—What the Income Builder Can Learn 


HE life, habits, and success of Jacob 
Schiff were a monumental but silent 
rebuke to radicalism, class hatred, 

extremism and discontent. 

“What chance have we poor people, 
ground under the heel of capitalism? Let 
us take it away: and divide. It is ours.” 
So runs the doctrine of the well-paid agi- 
tator on his soap-box rostrum. It sounds 
good to the ignorant uneducated immi- 
grant in particular. It is easy to show 
the road along the path of no resistance, 
and the agitator has an easy job that is 
permanent, because the supply of sus- 
ceptible poor and ignorant people is un- 
failing. 

The young student of men and affairs 
would do well to remember 


Young Schiff doubtless heard the argu- 
ments of the agitators, but it is clear that 
he did not accept their panacea for world- 
content. He was content to fight with 
the chances he had, and stay under “the 
heels of capital” until he could rise along- 
side it, and help it to direct its energies 
in the right path. 


The Doubtful Value of “Pull” 


It must not be inferred that young Schiff 
was an ignorant immigrant. He had re- 
ceived an elementary education in Frank- 
fort, knew something of clerical work, and 
a little about the banking business, in 
which his parents and some relatives were 
engaged. 


frugally, saved all he could—and if he 
banked a few hundred dollars during those 
times, it,is safe to say that he became 
wealthy in education at a comparatively 
early age. All who came in contact with 
Jacob Schiff in recent years, his friends, 
associates, and business acquaintances are 
agreed that there were few men in Wall 
Street who could surpass him in scholar- 
ship, biblical and historical knowledge, his 
mastery of economics and finance—all built 

upon earlier efforts to improve himself. 
Schiff never had nor sought the influence 
of his friends or acquaintances to help him 
along in business. If he had any “pull”— 
which is extremely doubtful—it is known 
positively that he never used it. He did 
his own pulling in a persistent 





some details of the life of 
Schiff. He does not need to 
strain his memory nor make 
any appeal to the imagination 
to know that success lies along 
the road of honest endeavor, 
thrift, the square deal, persist- 
ent labor—rounded out by a 
feeling of- love and tolerance 
for his fellow-men, regardless 
of their religious, pedigrees, 
color, politics or opinions. 

These things and more we 
learn from the life of Schiff. 
If he could be considered ex- 
treme in any one or more 
things, he would not excuse his 
passionate love of his adopted 
country, and defense of his race. 
He was foremost a great Amer- 
ican, and next a great Jew. In 
these attributes he strongly re- 
sembled Disraeli and Roth- 
schild, and ranks with them as 
completing a cycle of Jewish 
National History. 

We learn that Schiff, the son 
of Moses and Clara Schiff, left 
the old people at his home-town 
of Frankfort-on-Main, Ger- 
many, at the age of eighteen. 
He arrived in America a 
nice boy, a plain immi- 
grant, without fortune, credit 
or “pull.” He had heard that 
America was the land of op- 
portunity for those who are 
willing to contribute their en- 





but unassuming manner, as 
was customary with him 
throughout his life. 

Schiff was never known to 
be “aggressive” in the popular 
American sense, an attribute 
that would be foreign to his 
gentle and retiring disposition. 
He substituted for it a pro- 
gressiveness that was startling; 
shown in his subsequent bank- 
ing policies that placed his 
business, associates—and even 
his outlook on racialism—fore- 
most in their class. 

Schiff is the third great 
leader in finance, philanthropy 
and Americanism who has died 
within a year, to refute utterly 
the theory that “pull” is neces- 
sary to a young man’s success. 
His record, just as the records 
of Frick and Carnegie proved, 
that personal endeavor is the 
only kind of pull that keeps the 
subject permanently in the 
foreground. 

All three were entirely self- 
made men who ultimately 
found that their success was 
given to them as trustees for 
mankind. They carried out 
their conscientious duties to- 
ward their fellow-men in dif- 
ferent ways—each as he con- 
ceived it best—but irresistibly 
towards betterment of the con- 
ditions against which they 








ergy and work, and he came 
with the determination to do 
the best he could. His assets 
were mostly a staunch resolve 
to do and give the best that was in him, 
and a deep-rooted loyalty to the country 
that gave him his chance. 

His chances were more than counter- 
balanced by disadvantages. His poverty 
and religion were not popular in those 
days. 
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JACOB H. SCHIFF 


Education is about the cheapest thing 
in the world, and has never been at a 
premium in America. Schiff became a 
bank-clerk at a small salary, and helped 
himself to all the knowledge, experience 
and education that the times afforded. 

He was ambitious to get on, lived 


themselves struggled in their 
earlier years. 
Schiff’s method was probably 
the most benign, because of the 
intimacy and personality he injected into 
his every act of business or of charity. 


Not Necessary to Be a Genius 


Excuses may pe found for the fame or 
wealth of those great Jews, Disraeli and 
Rothschild, on the ground that the Earl 
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of Beaconsfield was born a genius, and 
Baron: Rothschild had the advantage of 
inherited fortune. 

Schiff’s success was not due to genius. 
Not even his association with Harriman, 
and subsequent connection with the Union 
Pacific, Southern Pacific and, the Hill 
roads: nor his decision and work that 
resulted in Japan’s securing the necessary 
funds with which to defeat the Russians, 
had anything to do with genius. 

The great banking feats that brought 
name and fame to himself, and placed the 
firm of Kuhn, Loeb & Co. among the 
first five firms of international bankers, 
were the outcome of thought, work, judg- 
ment, and perhaps personal feeling, rather 
than the acts of a great fimancier or 
genius. 

Like any ordinary human being, Jacob 
Schiff was gifted with his keen “likes and 
dislikes.” He did not pretend that it 
was his destiny to uplift this or that, but 
always acted according to the dictates of 
his sound common sense, shrewd judg- 
ment gained in the school of experience— 
and he occasionally mixed a 


sonal touch into business, and probably a 
great admirer of MHarriman and_ his 
dreams. Thus the fame of Schiff and 
Kuhn, Loeb & Co., which largely rests 
upon their tremendous achievements as 
doctors of sick railroads, builders and 
organizers of trans-continental systems ; 
the historic fight for control of Northern 
Pacific in which Schiff stood behind Har- 
riman and supplied him with ammunition ; 
the subsequent deep friendship between 
J. P. Morgan, Sr., his erstwhile .rival— 
all are the outcome of a profound per- 
sonality rather than genius. This much 
even Morgan apparently recognized when 
their friendship was renewed. 


The Fallacy of the Agitator 


Organized agitation will prate loudly 
about the enormous good a division of 
wealth will do, and why the “capitalist” 
should be abolished. 

And, all the while, the agitator himself 
and his listeners are mentally wondering 
—if the truth will not hurt—what the 
latest model twelve-cylinder speedster will 


refinement, and Schiff well knew that ip 
disseminating his personality, his fortune, 
and his advice for half a century. He was 
he was doing more than a temporary 
kindness. He was teaching people to help 
themselves through enlightenment andj 
education. 

It is hard to see how the ideals of rad. 
icalism are going to be achieved so long 
as education and knowledge cannot be 
suppressed, and’so long as the children 
and descendants of the “lower classes” 
recognize the value of education. 


The Compound Effect of Fortune 


Although Jacob Schiff has nominally 
left a trifle over $1,000,000 to charity, this 
sum only represents a fraction of the 
actual money and personal benefits he has 
conferred in his lifetime of 73 years. 

We are given to understand that for 
the past forty years his main business 
has been that of the social worker, car- 
rying on every individual investigation in 
a personal way that probably has no equal 
in philanthropy. For the past seven years 
or so he has been forced to 
employ his personal secretary 





little homely personality in very 





big deals. 

It is said that his decision to 
finance Japan against the Rus- 
sians was due to his intense 
disapproval of the Russian pol- 
icy of racial persecution, par- 
ticularly directed towards the 
unfortunates of his race. We 
are familiar with the “pog- 
roms” that preceded the humil- 
iating defeat of Holy Russia 
at the hands of a supposed 
horde of yellow savages, forti- 
fied with money provided by a 
little Jewish-American banker. 
The whole world raised its 
hands for a generation in hor- 
ror at the masacre of hundreds 
of thousands—but the world 
was helpless. 

It remained for Schiff to pro- 
vide a way to end the orgy of 
killing. This act sprang out 
of the heart of a humanitarian, 
determined to help his people 
against oppression. It was 
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Jacob H. Schiff 


E was the poor son of plain folk. 
His parents, German Jews, were merely re- 
Spectable people in moderate circumstances. 
He had neither pull, nor money, nor influence. 
was not even a genius. 
At the age of eighteen, young Schiff was merely an 
immigrant to these shores. 
From that time on he merely worked hard, saved his 
money, and lived a clean, decent life. 
He made his own opportunities and his own ladder 
to fame and fortune. 
Each rung of the ladder was merely a foothold to 
the one above. 
He married fairly early, in his own class. 
helped him to 50% of his Success. 
His chief business was Americanism and Humanity. 
Finance was his means to an end. 
Success came because he was persistent, honest, logical, 
tolerant and considerate. 
He was a practical altrwist and idealist, and carried 
his principles into business, philanthropy, and friendship 
without fear or favor. 
Like Lincoln, he was—first and last—a God-fearing, 
plain man of the 
_ A rabbi stated “He was a Prince in Israel.” 
is so, Schiff was unconscious of his nobility. 


people. 


His wife 


If that 


to do nothing else but elp 
him with the mails and dis- 
tribute his bounty. He was in 
the habit of reading every let- 
ter for help, and investigating 
every single application 

No worthy application for 
help has ever been turned 
down. The number of indi- 
vidual cases of his bounty ex- 
ceeds that of any man in his- 
tory. The fortune given away 
in his lifetime is probably as 
great, or greater, than that 
left at his death—when the in- 
terest on the substantial sums 
given is taken into considera- 
tion. 

The largest single donation 
that we can recall is the pres- 
ent of $700,000 to charity on 
his seventieth birthday— of 
which $100,000 went to Rus- 
sia. 

It is impossible to name off- 
hand the long string of homes, 


He 














orphanages, endowments, hos- 





more personal than business: 
and the fame was incidental. 
His Association with Harriman 

The reorganization of Union Pacific and 
its subsequent control of Southern Pacific 
was more the work of Harriman than of 
Schiff. Here again we find the personal 
factor rather than genius—although great 
credit goes to Schiff, who never made the 
mistake of allowing mere sentiment to 
warp his excellent judgment and com- 
mon-sense. 

Schiff liked Harriman. The little 
broker-banker-railroader was a genius, a 
crazy one if you like, and particularly 
about the prospects of Union Pacific. At 
a time when half the railroads of the 
country were on their last legs, Hill and 
Morgan completely in the saddle, and 
Union Pacific a very sick railroad, it might 
have looked quixotic rather than business 
to do anything for it. 

If Schiff had been only a genius, it is 
doubtful whether he would have sided 
with Harriman, his visions, and his Union 
Pacific. But Schiff, as we have said, was 
very human, given to injecting the per- 
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cost at the time they come into their own. 

The division of capital and labor, as 
proven by the life of Schiff, always was 
and always will be an artificial and arbi- 
trary one. 

He did not start out to be a capitalist, 
and excepting for the fact that he was 
wealthy he never was a capitalist, unless 
the crude understanding that money 
means capital be the excuse for calling 
him by that name. 

Even if Schiff had not been an edu- 
cated man himself—and we have shown 
that he was a man of culture, education 
and refinement by self-polish—it is a cer- 
tainty that with education as cheap as it is, 
his children would have received a brilliant 
education, and would have graduated out 
of colleges into that very class so ap- 
parently detested by the agitator—the edu- 
cated college man or woman, with clean 
nails, clean collars, and still cleaner ideals. 

The desire for knowledge comes with 
worldly endeavor, and that means educa- 
tion. The latter means cleanliness and 


pitals, colleges, and charitable 
memorials founded or supported by Schiff. 
The work and record of these would be 
sufficient work for two men, covering a 
lifetime without any other occupation. 
The thought we have in mind is: if the 
fruit of a single fortune is represented 
by what Schiff has done, and is still doing 
although his life has passed away, and 
to this be added the further benefits to 
come from the same fortung handed down 
to his widow and descendants, who will 
continue the good work of the founder, it 
can be appreciated that many times the 
original fortune will be given away for 
the common good in the years to come. 
In the right hands, money is surely only 
a means to do good, and no right-minded 
person can envy or desire the wealth of 
a Schiff, Carnegie or Frick, except for the 
right to administer it for the public good. 
This compound effect of large fortunes 
properly administered in such hands: the 
work of the Rockefeller Foundation, the 
Rockefellers, the Russell Sages: these few 
(Continued on page 869.) 
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Are the “Reds” to Blame? 


Careful Investor, Who Accumulated Fortune After Reaching Forty, Attributes Stock Losses 


HE letters in your correspondence 
department are interesting because 
they give definite examples of the 

problems which individual investors 
have had to meet. 

Iu is possible that another personal 
experience may interest some of your 
readers. It ist sent to you for three 
reasons: 

1. It gives an example of an “earn- 
ing period of life” which is auch fater 
than that indicated in your diagrams: 
hence it may be an encovragement to 
those who have to go through pro- 
longed periods of preparatory work 


to Radical Agitators 
By “SIXTY-TWO” 


the purpose of tabulation, added to the 
cost of the individual investment. On 
this basis the tabulation as of Jan. 10, 
1920, was as shown in the table here- 
with. 

The present value of this property 
is about 18% less than the amouut ac- 
tually invested and at least 12% less 
than it would have been if secure 4% 
investments could have been made. 


Where Chief Losses Occurred 


This loss occurred mainly in the rail- 
road and public utility groups—25% in 


You are encoutaging young men to 
save and invest. The advice is wise. 
The safety of our country and the very 
existence of our institutions depend on 
the thrift and industry of our people. 

It is also very important that the 
workers and the savers should be better 
informed about the influences which 
may rob them of their savings. They 
are often deceived by the agitators, who 
find it easy to gain political success by 
attacking railroads and other corpora- 
tions; as a matter of fact, these attacks 
have so diminished the efficiency 
and the value of the railroads 
that all the people suffer and 





before they can begin to save and 





invest on any large scale. R 

2. It illustrates the degree in 
which public agitation against the 
railroads, public utilities, and capi- 
tal in general has affected the sav- 
ings of industrious workers. 

3. It is submitted for comment 
and advice concerning the distribu- 
tion of investments and the best 
way of avoiding further losses. 


The “Late Comers” 


There is a group of men who 
cannot save much before the age of 
40, men who have to spend long pe- 
riods of time in preparatory work. 
If in business they may either be 
getting their independent enterprises 
so organized as to be productive, or 
else they may be improving their 
positions. If in professions, they 
may be going through long periods 
of study or investigation or other 
work, which does not produce im- 
mediate income. 

The writer was one of this class, 
having saved practically nothing 
until the age of 40. Family ex- 
penses absorbed the entire income. 
Then for 22 years his annual in- 
vestment of savings was as follows: 





14,000 .....Total $341,500 


The investment of these savings 
has been conservative in the main. 
However, an occasional speculative 
purchase has been made under ad- 
vice which was believed to be 


HOW HIS INVESTMENTS TURNED OUT. 


Cost Market 
4% Basis Value 


$2,638 $2,295 
7,688 7,475 
2,166 2,025 
3,875 
5,600 
8,400 
12,247 
1,800 
$38,717 


RAILROADS 
8 Atlantic Coast Line unified 4/25 
10 Chesa. & Ohio general 4%s 
8 Chgo., Terre Haute & So. E. 5s. 
5 Chico., Mil. & St. Paul genl. & 


50 Reno & Saratoga guaranteed 8% 
tock 


22 No. Pacific 3s . 
5 Seaboard Air Line adj. 5s 


Loss 25%. 
Present Income 5.3%. 


PUBLIC UTILITIES 
80 Consolidated Gas 


Loss 43.5%. 
Present Income 4.9%. 


GOVERNMENT AND MUNICIPALS 
5 Japanese Govt. 42s 
2M. ¥. State Canal 4/58 

12% Canadian Cities 5s. 

12 Federal Farm Loan.. 

18% Liberty Bonds 


Present Income 4.8%. 


INDUSTRIALS 
100 American Can 
100 Amer. Smeltg. & Ref. pfd 
200 Amer. Smeltg. & Ref. (com).... 
300 Anaconda Copper 
100 Cuba Cane Sugar pfd 
100 S. 0. of New Jersey pfd 
10 8. 0. of New York 
10 Thermos Securities Co 
26 Peck, Stowe & Wilcox Co. 
5 Bush Terminal 5s 
15 Inter. Salt 5s 
1 Sunday Creek (bond) 
1 


100 Republic Motor Truck 
50 Packard Motor pfd 


.. $110,709 


Present Income 5.6%. 


REAL ESTATE 


Loss—N :1. 
Present Income 5%, 


$57,000 $57,000 


$81,000 $81,000 


$104,630 


those who have their savings in sav- 
ings banks, insurance companies and 
corporation securities suffer greater 
loss than the rest of the community. 
The only gainer is the agitator him- 
self. 

It is believed that the losses 
shown in my table are mate ially 
less than many citizens have suf- 
fered. 

The tabulation is submitted in the 
hope that it may secure advice from 
your financial experts. Men who 
are busy in their own special work 
are frequently poor investors, hence 
suggestions from your staff will be 
much appreciated. 


We consider the above a thought- 
fui and excellent contribution to this 
department and take pleasure in sub- 
mitting it to our readers. 

The strange part of your opening 
hypothesis is, that even starting at 
the age of forty, you agree with us 
as to the possibility of financial in- 
dependence at fifty. Thus, com- 
mencing to accumulate at forty (as 
in your case), we find you have a 
total of $69,500 at fifty. That would 
mean a permanent income of at least 
$4,000 annually on a 6% basis. If 
you had stopped right there you 
would have been “independent” ; and 
with money ranging above 7% at 
present, this income would be capa- 
ble of growth to the neighborhood 
of $5,000 annually. 

However, with a fortune of $341,- 
500 at the age of 62, we give it as 
our view that the tremendous earn- 
ing power shown by you above the 
age of 50 is partly accounted for by 
the preparation you allowed your- 
self, your deliberation and thorough- 
ness in the choice and pursuit of a 
profession, and your mature outlook 
on life. 














Your experience utterly refutes 





good. 

Four per cent was considered a 
satisfactory income return—hence yearly 
tables have been regularly made and all 
income above 4% was, for the purpose 
of tabulation, deducted from the cost 
of each investment, while any de- 
ficiency of income below 4% was, for 


for OCTOBER 16, 1920 


the former and 43.5% in the latter. The 
loss in the railroad investment was 
really more than 25%, sings a loss of 
$5,500 in New Haven stock was charged 
to “Profit & Loss” several years ago 
and is not included in this tabulation. 


the fallacy of trying to get rich 
quick; you became rich slowly, but the 
results—we are positive—have exceeded 
your own and earlier expectations. Are 
we not right? 
Our campaign for financial inde- 
pendence at fifty has always empha- 
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sized the advantage of being slow but 
sure: not too slow, but sufficiently de- 
liberate to allow the individual to 
“catch up” to a new atmosphere. 


Don’t Blame the “Reds” Entirely 

Your table does bring out, very em- 
phatically, the losses which an individ- 
ual investor may suffer even if, as in 
your case, his purchases are diversified 
over many different securities. We fully 
agree with you that your losses in some 
cases may be directly traced to radical 
agitators; certainly the practice of cor- 
poration baiting has had a profound ef- 
fect upon the values of public utility se- 
curities. 

However, we would not be prepared 
to lay the entire blame for your losses 
on the “Reds.” Surely, the New Ha- 
ven episode could not fairly be so con- 
strued; and mismanagement, bad luck, 
the war, and a host of other factors 
have, beyond doubt, had a very im- 
portant influence 01 some of the other 
railroads and industrials you assumed. 
Furthermore, a somewhat speculative 
turn of mind may have affected a few 
of your selections. 

You evidently appreciate that your 
personal investments have not all been 
of the best. Luckily, however, the 
doubtful apples in your barrel are small 
ones, and the big, vigorous ones are 
thriving in spite of rather plebeian com- 
pany. We refer, of course, to the more 
speculative varieties, like Seaboard ad- 
justments, Third Avenue adjustments, 
and even N. Y. Westchester & Boston 
4%s. While the three latter have 
“speculative possibilities’ you should 
know that they are speculative, and 
that the word “adjustment” tacked on 
to two of them is a clear warning that 
these corporations have assumed no ob- 
ligation to pay the interest. Still they 
could do much better marketwise under 
present railroad conditions, with the 
public in the offing, eager to buy low- 
priced opportunities regardless of the 
thickness of the investmert lining. 

There is no question in our mind as 
to the desirability of Government 
Bonds, State Canals, Canadian Cities, 
Japanese Bonds, Farm Loans, and in 
general the other bonds you hold. We 
have little doubt you should be able to 
rearrange your holdings by a little 
study of the various opportunities that 
are constantly given in our bond arti- 
cles, in order to swap some for others 
that seem better fortified and give as 
good, perhaps even a better, return. For 
example, we regard very highly such 
issues as American Telephone converti- 
ble 6s, N. Y. Central 6s, Pennsylvania 
7s, Chesapeake & Ohio convertible 5s, 
Southern Pacific convertible 5s, West- 
ern Pacific Ist 5s, Frisco prior lien 4s, 
Colorado Southern Refg. 4%4s, Kansas 
City Southern refunding 5s and others 
of this type. You will note that we 
emphasize the railroad bonds, because 
we believe therein lie some great op- 
portunities to get a permanent large 
yield, with an appreciation in capital. 

At your time of life, you want to look 
around and place your investments in 
the longest term, strongest, and best- 
yielding bonds possible. The first. es- 


840 


sential should be safety of principal] and 
interest, next reasonable probability of 
the salability in the next ten years or 
so, at a price not lower than the pur- 
chase price today. 


Our Opinion of the Stocks 

Regarding stocks, we think well of 
Smelting securities (all of them), Stan- 
dard of New Jersey preferred (appar- 
ently gilt-edge), Packard preferred, 
and Cuba Cane preferred. In the lat- 
ter case, lower profits should not mean 
interference with preferred dividends. 

Stocks like American Can, Republic 
Motor and even Anaconda are in the 
speculative class for a man of sixty-two, 
but this does not mean that small hold- 
ings are not well justified. You should 
have a relatively small percentage of 
your capital in these—just as you have. 

Real estate we are quite bullish on. 
While pioneer operators and holders 
have made money, more recent holders 
(we mean those that have “hung on” 
during the past ten years or so) have 
not fared so well—but they are com- 
mencing to see daylight, and would 
do well not to be discouraged. It will 


take some years to approximate the in 
satiable demand for home and busines 
space, and America is always growing 
Public utilities are also in for better 
things, in our judgment. They haye 
lived through a gruelling period of 
fixed returns and mounting costs, and 
at these prices there is much induce- 
ment to hold and even buy selected se. 
curities, particularly the preferred 
stocks of some of our best corpora- 
tions. Their common stocks are so 
low now that the next turn, according 
to the inevitable law of reaction, will 
almost surely be upward. 

As to your final problem—the best 
way of avoiding future losses—we think 
you would find it helpful to study the 
Magazine diligently and make selec- 
tions from our strongest investment 
advices. The last six issues abound in 
recommendations suitable for an in- 
vestor of your age, fortune and inclina- 
tions; and, although there is absolutely 
no sure method of avoiding losses in 
stocks or bonds, we believe that this 
would help you to reduce them ma- 
terially and might be the means of get- 
ting you a profit instead. 





In Which W. McDonald Wiggins Learns a Lesson 
The Costly Experiences of a Would-Be Oil Kimg Who Says 
His Next Speculation Will Be an Investment 


MR. WIGGINS INTRODUCES HIMSELF 


St. Louts, Mo., Sept. 1, 1920. 
Editor, THE MAGAZINE oF WALL STREET. 

Sir: While in New York last winter I 
had a pleasant interview with one of you, 
at which time I was advised that you were 
interested in the personal experiences of 
those who have lost. 

Here is one and I have two more. I 
can, in my reguiar wanderings through the 
oil fields, pick up plenty more of such 
stories. 

My work on the typewriter is not what 
you would expect from a regular writer, 
which I am not. If you care to have my 
article signed you can use W. McDonald 
Wiggins, which none of my fellow vic- 
tims, and some of the promoters will not 
fully recognize. 

I do not make my living writing. I 
would starve if I attempted it. But if 
you care to get in on the ground floor 
all requests for contributions will be ac- 
knowledged by return mail. You will not 
have to wire your reservations. 

Yours truly, 
“W. McDonatp Wiccrns.” 





I, in common with many others, was 
bitten by the get rich quick bug, and was 
always looking for a short cut to riches. 
I make no apologies and am not “crying 
over spilt milk” (mine was “oil”) for we 
all have to learn, and no doubt some who 
read this article will go and buy some 
50,000 shares of “Make a Million a. Minute” 
oil stock because “it is different,” which 
it is not. They are all about the same, 
the onl difference being in the methods. 

The name of the above company may 
not be just ethical but if THe Macazine 
or Watt Street's investigating depart- 
ment gets hold of them it will amount to 
the same thing. We need a few more 
men with wives like Mr. Staff-Member. 


If any one reader does not know who 
she is I would suggest that he go out 
and buy the June 12th issue of THe Maca- 
ZINE OF WALL Street and get acquainted. 
Incidentally there are a few other things 
in that issue which he should read, while 
he has it. (I did not start this article to 
directly boost the circulation of this maga- 
zine but it may do no harm to tickle 
Mr. Circulation manager. He may help 
me get space.) 

Now for a few facts from the leavings 
of my record of investments, with a big 
question mark after the “investments.” 

About January 1, 1910, I was bitten by 
my first oil company. It was a company 
composed of railroad men, none of whom 
was experienced in oil. That is one of the 
ear marks of so many unsuccessful oil 
companies: that is, the promoters are 
totally inexperienced in the game and they 
expect to be able to put it over. There 
is always plenty of people to be convinced 
that it is possible, and it is usually a 





failure. I am speaking of the percentage 
which are failures. 
A Venture in Wild Cats 

This company was organized‘ buy and 
sell oil leases only. There was to be no 
drilling done at all. The charter ex- 
pressly provided that there could be no 
money spent except for paying dividends 
(That was first and very prominently 
shown up), and for the purchase of 
leases. There has been and is being, and 
can be, much money made in the business 
ot buying and selling leases. Our plan was 
to buy a lease in a prospective field, hold 
it until we could sell at a profit, holding 
half or a part of it. We discovered that 
our charter did not expressly say that we 
could not trade leases or portions of 
leases for development, so we took that 
short cut to independence. In all we 
traded about $1,500.00 worth of leases for 
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test wells, that is we would give a driller 
half of a 160 or 80-acre lease, he drilling 
a well at his expense and giving us an 
“offset.” 

The amount of development that we 
secured in this way amounted to about 
$25,000. This was good business, but 
some of the stockholders were impatient 
and wafted to drill in a new field in which 
we had about 3,000 acres of leases, and 
so insistent did they become that at last 
we had a meeting and changed the charter 
so that we could sell a lease we had and 
buy a drill. We sold a lease for five 
dollars an acre that had cost us 50c per 
acre and thought we were making money. 
Before the papers were made out we were 
offered $100 per acre for it, but we were 
bound by contract and had to let it go. 
This same lease later sold for $265,000. 
So it is the same old story—we got out 
too soon. 

The rest of the story is short. We 
never drilled. Had trouble with the 
drillers and other things too numerous to 
mention. Anyone who has 








a bond, and in order to provide myself 
with a savings account that I wanted to 
pay for it on time. I was immediately 
told about “safety first” security of prin- 
cipal, etc., which was all very well, but 
I had been reading THe MAaGAzINEe oF 
Watt Srtreer and knew what I wanted. 
I insisted on a good bond that paid 6% 
or 7%, Finally after some talking which 
convinced Mr. Bond Seller that I knew 
what I wanted he showed me a prospectus 
of the above bond. After looking over 
the personnel of the directors and having 
the convertible clause explained, I decided 
to take a $1,000 Bond. 


On asking how much I would have to 
pay down and the rate of interest on the 
balance, I closed the deal by borrowing 
$700 at 6% and paying $270 in cash. This 
gave me a savings account that paid 7%, 
and I was able to make 1% on the money 
borrowed from the bank. I have been 
paying $100 per month on this account, 
and will soon have it paid off, after which 
I am going to try a flyer in a more specu- 





reservation” as per your invitation. We 
hope our readers will like the trip through 
your fields of observation and practice. 

The grim humor back of your oil in- 
vestments will be appreciated now that 
most of us are commencing to know more 
about oil—or should we say “near-oil.” 
It seems strange in view of the bitter 
lessons of the past that promoters should 
still find it worth while to invest in post- 
age and paper, looking for new prospects. 
They must be finding them, or they 
wouldn't spend so much money. 

A friend of ours took a venture in oil 
some time back, in a much larger but 
similar way to the one you describe. 
After making a lot of money (at least a 
quarter of a million dollars), he thought 
he knew all about it, and went in for oil 
on a big scale. That is where he fell 
hard. We don’t know the exact outcome, 
but it is our guess that he not only lost 
the quarter million, but sent a similar 
amount after it for good measure on a 
salvaging expedition. The salvage fleet is 

still out and reports very 
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panies can refresh their 
memories by going over 
their files. The rest of us 
do not care to be reminded 
of the horrible details. 

I have an item entered 
in my loss column, which 
reads: “To Glacier Oil 
and Mining Co. stock, to 
date Jan. Ist, 1920, $200.- 
00,” to which I will add 
yearly 6% for interest as 
I have in the past. Maybe 
some day I will be able to 
balance the account. I 
have several more which 
I may tell about, if the edi- 
tor will spare me the space. 
He may spare you the 
agony, however. 


subjects: 
(1) 


Have 


A Savings Account 
That Paid 7% 

Now just to prove that 
I have benefited by read- 
ing your MaGcaztng, I will 
take an item from the 
other side of the ledger, 
which reads, 
“Jan. 8th, 1920. 1%, $1,000 
Atl. Fruit, 7s, 1935. $1,000 

On January 8th, 1 found 
that I had $295.00 in the 
bank which I did not owe 
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The following rules must be observed: 
not less than 1,000 nor more than 2.000 words in length. (2) 
Actual figures must be given showing the results you aim at er 
have already attained. (3) Definite conclusions must be reached. 
(4) Manuscript must reach this office on or before Saturday, 
October 30, 1920. 

As typical of the kind of articles we desire we suggest that you 
reread “Some Fundamentals of Thrift” (August 7th Issue) and 
“A Minister Shows the Way to Financial Independence” (Septem- 
ber 4th Issue). 
lection of the best article will rest with the Editors of THE 
MAGAZINE OF WALL STREET. All other articles. found avail- 
able for publication will be paid for at the rate of $10 each. 
Names of authors will not be published if not desired. 

Start on your story now and, when it is finished, address it to: 


FIFTY DOLLARS FOR BEST ARTICLE 


help maintain the high standard of our “Building Your 
Future Income Department” we wish to obtain full, frank 
discussions from our readers of the personal problems they 
have encountered in their investing. 
just how each one has solved hsi problems. 


With this in view, we are offering a prize of $50 for the best 
article written by one of our readers on any one of the following 


How I Became Successful as an Investor. 
(2) My Plan for Achieving Financial Independence. 
(3) Fe ae Pitfalls I Have Encountered and the Lessons I 


Prize Contest, The Magazine of Wall Street, 


42 Broadway, New York City. 


Also we should like to know 


(1) Articles must be 


rough going, and they 
(| haven’t discovered the 
dangerous reefs _ that 


wreckeu the good ship 
“Oil” yot. The operator 
in questi »n vows he will 
never touch oil again, not 
even if John D., Harry 
Sinclair and H. L. Doheny 
all came personally on 
their bended knees to in- 
vite him into their own 
game. He says that real 
oil men are scarcer than 
pearls in the Hudson, and 
the really big men are too 
busy making money for 
themselves at their own 
game to waste time invit- 
ing pikers like himself, 
myself and yourself into 
it. 

That is about how we 
personally analyze the oil 
game in the large. There 
is a chance to make money 
by getting into big com- 
panies like the Standards, 
the Texas Companies, the 
big Mexicans like Mex. 
Pete or Pan American, at 
the right time, but there 
is’ not a dog’s chance in 
one promotion out of five 
thousand, and we don’t 











care who is behind them, 








to any one, the rent 
being reid to the first 
of February with a pay day interven- 
ing. I had made up my mind that my 
next speculation would be an investment. 
I have a goodly block of “Liberties”—that 
is for a man on a salary; and right here 
I will say that I have bought my “Liber- 
ties” under the market, that is I bought 
half what I now have at the time of the 
drives, paying par for.them all, Since 
they have gone down I have doubled 
my holdings in each issue by buying at the 
low markets and they have cost me 
slightly less than 97%, for my entire block. 

It seems hard for me to stick to my 
story, but getting back to my Atlantic 
Fruit Bond. I went to the National Bank 
of Commerce and asked for the bond 
man, and told him that I wanted to buy 
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lative bond. I have in mind some St. 
L. & S. F. 6s, which are selling at a 
price now that will pay me 12% on the 
amount invested with a possible 100% 
appreciation later. 

Now Mr. Editor for your comments. 
I have been frank and told the truth. 
Will you do the same? I have two more 
exposals which I can write up if you 
want them, they are all genuine, real 
companies which are now operating, but 
“have not paid anything yet.” 

My subscription is paid up a year in 
advance so you can use the blue pencil 
with impunity, and go as far as you like. 





We find your experience extremely in- 
teresting, hence we are “booking our 


unless it be the aforesaid 
group of John D. et al, with Messrs. 
Deterding, and Bedford thrown in for 
good measure. 

Your savings plan is very good indeed. 
Do not be hard on the banks for recom- 
mending “safety first”: they are quite right 
to discourage the average person, because 
they know how easy is the transition from 
investment to speculation. Once you con- 
vince a bank that you know what you are 
about, you will find it your best friend, 
and anxious to point out opportunities. 

Atlantic Fruit 7% is the kind of bond 
that appeals to us also. You will find 
many good expressions of approval in 
favor of the ’Frisco income and adjust- 
ment issues, which have now had a good 

(Continued on page 883) 
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Guaranteed First Mortgages for the Small Investor 


These Securities Conform With All the Requirements of a “Safe Investment”—NMillions Sold to 
Investors Without a Single Loss 


By HARRY A. KAHLER, President, the American Trust Company 


N this present period of apartment 
scarcity, that old familiar saying: 
“There is no place like home” has as- 

sumed a new and tragic significance. There 
are thousands of people threatened with 
being homeless and the number unques- 
tionably will increase befcre the situa- 
tion is. materially improved. Many fan- 
tastic ideas have been advanced as pcs- 
sible remedies for this menacing state of 
affairs; much constructive thought has 
been uttered; but as yet, little actually has 
been accomplished. 

Administrative attempts to establish 
equitable rents by law achieves the usual 
result of any Price fixing; namely, the 
curtailment of production. An intelligent 
consideration of economic forces will re- 
veal the fact that the constructicn of new 
buildings in sufficient number is the only 
logical means of overcoming what has 
come to be known as the housing crisis. 
The government can only frighten away 
private capital by competing with it in 
building operations. 

A safe investment insures two things: 
first, a fixed and regular income; and 
second, the return of the principle un- 
impaired. Any form of security char- 
acterized by such features as the cessa- 
tion of dividends or whose principal 
value rises and falls like the mercury in a 
thermometer cannot be called a safe in- 
vestment. It frequently is a very unfor- 
tunate speculation. 

Except by the individual with a squir- 
rel-like propensity to tuck away his sav- 
ings under a loose hearth stone or within 
the family mattress, savings banks and 
U. S. Government bonds are universally 
recognized as offering the most reliable 
method of investing money. Until the 
time of the Great War, the man of small 
means used largely the banks. 

The successive Liberty Bond drives, 
hewever, have educated the public to 
make small investments outside of the 
banks. Patriotism and a higher interest 
return encouraged them to handle their 
funds thus independently. 

Real estate first mortgages have always 
been regarded as an extremely safe form 
of investment. For years, the various 
legislatures have authorized or required 
first mortgages as investments for trus- 
tees of estates, savings banks and persons 
or corporations acting in “fiduciary capaci- 
ties. Real estate is a tangible asset whose 
value is independent of such factors as 
systematic organization and good-will, 
upon which shifting foundations the in- 
come of the average enterprise is based. 
Although real estate may fluctuate in 
value, like any other commodity, if a 
mortgage is protected by an adequate 
margin of security, the rise or fall in the 
value of the mortgaged property will not 
affect the safety of the mortgage itself. 
Furthermore, a mortgage running for 
only several years permits a re-appraisal 
of the property and a reduction of the 
amount if justified. 


Guaranteed first mortgages are a step 
further in security beyond the ordinary 
mortgage. A guaranteed mortgage is 
one taken by a Title Company after thor- 
ough investigation by real estate experts 
and sold to the investor with a policy 
guaranteeing the payment of both prin- 
cipal and interest. The title to the prop- 
erty is also insured. The Title Compa- 
nies in New York City alone have sold 
many million dollars’ worth of these 
mortgages without loss to any investor. 
Ne better proof than this of the safety of 
guaranteed mortgages can be advanced. 








THE SMALL INVESTOR 


HETHER it be the edu- 
cational influence of the 
Liberty Loan drives, the deple- 
tion of large incomes by the 
federal tax or the appearance 
of a new class of investors, 
bond houses report that, while 
the total volume of their sales 
remain large, the size of indi- 
vidual subscriptions has de- 
creased. One prominent in- 
vestment concern states that 
the average subscription to the 
late Bethlehem Steel issue av- 
eraged about $3,000 per person. 
Other indications have accum- 
ulated to. show that, today, the 
“small investor’ is a man to be 
reckoned with, 




















What other class of investment can show 
such a record? 

The advantages of guaranteed mort- 
gages over ordinary real estate mort- 
gages are many. The guaranty company 
sees that the taxes and assessments on 
the property affected by its mortgages are 
paid. The company attends to the mat- 
ter of fire insurance. Notices are sent to 
the mortgagor prior’ to the interest date. 
The holder of a guaranteed mortgage 
never suffers from the delay of interest 
payments nor finds it necessary to enter 
into annoying correspondence. He is re- 
lieved of incurring lawyers’ fees and of 
the suspension of income due to possible 
foreclosure proceedings. He need not 
stand ready to protect the property in 
question at a foreclosure sale. All these 
responsibilities are skilfully handled by 
the Title Company which guarantees the 
mortgage. 

At first, the benefits of guaranteed first 
mortgages were not available to the man 


with small funds. The amount of the 
average mortgage placed it above the 
reach of the moderate investor, and the 
banks and private individuals of wealth 
composed the majority of mortgagees. 

The legislature, recognizing the unfair- 
ness of this, made guaranteed first mort- 
gage certificates also a legal investment 
for trust funds, thus enabling the general 
public to share in this estimable form of 
security. 

Guaranteed first mortgage certificates 
are shares in amounts of one hundred 
dollars or more in a regular guaranteed 
first mortgage covering improved real es- 
tate. A Trust Company is made deposi- 
tary for the original mortgage. As cer- 
tificates against this mortgage are issued 
to the investor, they are authenticated by 
the trust company. The depositary sees 
that no certificates are issued in excess 
of the amount of the original mortgage 
and thus protects the registered holders 
of the certificates. . 

The simplicity of purchasing mortgage 
certificates is another of their recommen- 
dations. The investor merely sends his 
money or check to the Title Company and 
a certificate of the required denomination 
is forwarded to him by registered mail. 
Interest starts immediately and interest 
checks are mailed semi-annually. 

These guaranteed certificates are secure 
as the bedrock of New York, and, when 
we consider the enormous average an- 
nual growth of New York, the city’s real 
estate viewed from the econdmic angle of 
supply and demand must always rank as 
first grade security. The certificates bear 
a fixed rate of income payable when due. 
The return of unimpaired principal is 
guaranteed. Their comparatively short 
term of maturity allows a periodic ad- 
justment of interest rates not possible in 
the case of long-term bonds running for 
forty or fifty years. There is no commis- 
sion charged for the purchase of these 
certificates as is the custom in buying 
stocks or bonds from a brokerage house. 
Interest checks are mailed regularly and 
no investor has ever had to wait a single 
day for his interest. 


HYDRO-ELECTRIC SECURITIES 


An increasing number of securities are 
being issued by various hydro-electric 
companies, so many, in fact, that this class 
of securities will soon have a special 
classification in the quotations. A num- 
ber of publications already classify them 
specifically, while in the past they were 
identified merely as public utilities. 

Another reason for.a special classifica- 
tion is the fact that the hydro-electric 
companies generally are making much 
larger earnings than power companies 
otherwise operated. Having the power 
they utilize, furnished by natural sources, 
harnessed for the purpose, they enjoy 4 
great advantage over power companies 
whose welfare depends on adequate sup- 
plies of coal, oil or gas. 
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Has Mitten Failed? 


Philadelphia Rapid Transit Facing Bankruptcy and Five-Cent Fare Basis Seems Doomed 





HILADELPHIA’S traction chickens 
are coming home to roost. The 
Philadelphia Rapid Transit Com- 

pany is facing bankruptcy, according to 

the formal public statement of its presi- 
dent, Thomas E. Mitten. A demand has 
been made on City Councils—as required 
by the contract of 1907 between the city 
and the company—for the elimination of 





Photo, Brown Bros. 
THOMAS E. MITTEN 
Who has fought for the nickel fare 


all three-cent exchanges and free trans- 
fers, in order to provide additional es- 
timated revenue of $4,500,000 per year, 
and to make an inadequate system suffice 
by requiring ten per cent of all present 
riders to walk. It is admitted that this 
demand is to provide only temporary 
relief and to prevent a receivership. It 
is also admitted—and obvious—that to 
attain a firm financial standing the com- 
pany must eventually abandon the “basic 
five-cent fare,” or break rental contracts 
with underlying companies and cease cer- 
tain franchise, street repair and other 
payments to the city. 
Mitten’s Five-Cent Fare Fight 

Palpably, the company cannot openly 
attack the contracts with underlying cor- 
porations made in 1902, when P. R. T., 
was formed. For five years Mr. Mitten 
has been holding out for the five-cent 
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By WILLIAM A. McGARRY 


fare in the face of a storm of criticism 
from traction experts throughout the 
country, and so far he has made no frank 
admission that he was wrong. It is his 
contention that an extra nickel for a 
transferred ride maintains the basic five- 
cent fare. A few months ago he was able 
to outvote the group of directors in his 
board in sympathy with E. T. Stotesbury, 
head of Drexel and Company, of Phila, 
delphia, and senior member of the firm 
of Morgan and Company, when they in- 
sisted on a straight seven cent fare. 
Stotesbury and his associates thereupon 
resigned. 

This was hailed as a victory for the 
Mitten plan. It was widely advertised 
as a determined stand against allied bank- 
ing interests which were said to be 
scheming to increase car fares in every 
city to ten cents. As an alternative to the 
immediate increase in Philadelphia, Mr. 
Mitten announced a new schedule of fares 
under which free transfers would be 
abolished and a universal three-cent ex- 
change rate established. The operation 
of this schedule was delayed at the re- 
quest of the State Public Service Com- 
mission, which is making a valuation sur- 
vey of the company. A few weeks ago 
the schedule was withdrawn by Mitten 
on the stated ground that it would not 
provide sufficient additional revenue, and 
the new demands were laid before City 
Council. 

In the statement accompanying these 
demands is to be found an inkling of how 
the company proposes to finance itself 
in the future. Very little emphasis is be- 
ing placed on this phase of Mitten’s letter 
to Council, which appears in the following 
paragraph: : 

“The development of a combined sys- 
tem of city and company-owned facilities 
will, it is believed, produce a condition 
wherein fares should be made to more 
nearly represent an equitable charge for 
measured service, but the preparation 
and training necessary to the proper in- 
stallation of such a system make it, at 
this time, inoperative as a measure for 
securing temporary relief.” 

In asking for temporary relief Mitten 
is merely trying to bridge the chasm 
until such time as the Commission shall 
decide what rate of fare is necessary. 
The Commission, in other words, is ex- 
pected to recommend a rate as high or 
higher than that demanded by the bank- 
ers, which places the onus of the increase 
on a governmental body. From the fore- 
going quotation it would appear that the 
solution sought and expected as a per- 









manent measure of relief is a zone fare 
system. 


Rising Costs Blamed 


On the surface, at least, the facts indi- 
cate that the Mitten plan has failed, in so 
far as it is based on the five-cent fare. 
The only reason given by its author for 
this failure is rising costs. The record 
will show that the Stotesbury-Mitten 
management took one of the most dilapi- 
dated systems in the country nine years 
ago and reorganized it so that it could 
meet its obligations, pay dividends for a 
time, and carry twice as many passengers. 
For 1919 the number of riders was about 
850,000,000. For 1920, it is estimated at 
one billion. It would be more if Mitten 
had the cars and the extensions to meet 
the demand. But the fact is that the 
company is today short of both cars and 
credit. It has not made extensions de- 
manded by the natural growth of the city. 





Photo, Brown Bros. 
E. T. STOTESBURY 
Who believes a 7-cent fare is necessary 


It cannot make them. It is a question 
whether the five-cent fare could have been 
continued during the war without nearly 
four million dollars of government aid, 
with which new cars were bought. Every 
possible economy of operation has been 
put into effect. But the system ‘has 
reached its limit. An instance, to cite 
but one of many, is the service to and 
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from the Baldwin Locomotive Works; on 
Spring Garden street, west of Broad. It 
is said that at least a thousand men out 
of the fifteen thousand employed there 
walk from five to ten blocks to their 
home lines because of the inadequate 
supply of cars. 

The revelation of the present situation 
was precipitated by the action of the 
principal underlying company, the Union 
Traction, in refusing its assent to an issue 
of $6,000,000 in car trust certificates ex- 
cept at a price that P. R. T. refused to 
pay. It is this deadlock, also, which has 
concentrated forces of protest that have 
been slowly gathering since 1902 against 
the pyramiding of street car corporations, 
which really had its origin in this city 
and later spread to every city in the coun- 
try. The present situation might be lik- 
ened to the completion of a large cycle in 
city passenger affairs. And for that rea- 
son what may happen here in the next 
few years is of far more importance to 
the rest of the country than the Mitten 
plan. For if the contracts of underlying 
companies are broken here, presumably 
they may be broken elsewhere. 


The History of Philadelphia’s Tractions 
A brief summary of the records is 
necessary in order to understand just 
what is at stake. The first ordinance for 
the operation of 


here as motive power. It was followed 
by the founding of the Electric Traction 
Company, which bought up the rights of 
the Omnibus Company, General, char- 
tered in 1889. After that came the Peo- 
ples Traction Company. The Philadel- 
phia, Electric, Peoples and the Heston- 
ville, Mantua and Fairmount Park Rail- 
way Company controlled virtually every 
mile of track in the city. 

Union Traction was chartered in Sep- 
tember of 1895, and within a few years 
was operating the entire system. The to- 
tal authorized capital was fixed at $30,- 
000,000. Up to 1902 the stockholders had 
paid in just $10,500,000, and they have 
paid nothing since. But by that year it 
became evident that the rosy expectations 
of the promoters had failed definitely of 
realization. One reason for this was the 
excessive quantity of “water.” Another, 
and perhaps more potent one, was the 
greed of the politicians. It. took them 
some time to learn that the consolida- 
tions were “worth money,” but once the 
lesson was driven in on them they did 
not fail to exact everything the traffic 
would bear for every franchise, ordi- 
nance and bill. Some of this was in out- 
right graft; some in the form of city 
street paving burdens properly charge- 
able to general taxation, which was 
placed on the carlines. 


ests which threatened to destroy the then 
existing street railway system. 

“In order to bring together the proper- 
ties now operated by the Philadelphia 
Rapid Transit Company, the prospective 
profits of the original grantees had to be 
paid, and the franchises and property of 
the Omnibus Company, General, pur- 
chased. These were all necessary and 
consequently legitimate charges, now 
represented in one form or another in 
the sum which goes to make up the total 
investment upon which charges are paid 
in interest and rentals to underlying com- 
panies. 

“Philadelphia’s first modern pavement 
of consequence was provided at the ex- 
pense of the street car system. Paving 
costs, including interest payments on the 
original cost, and maintenance and re- 
newal payments under 1907 agreement, 
now represent $1,750,000 per annum, all 
of which are including in P. R. T. charges 
and consequently borne by the car-riders 
of today, as their yearly contribution to 
street paving—not a proper cost of the 


‘ transportation of passengers on electric 


cars.” 

The same report includes the table pro- 
duced elsewhere. 

This table shows fixed charges as now 
existing. When P. R. T. was formed it 
assumed all of the obligations of the 
Union Traction 
with the sixteen 





horse cars was 





granted in Phila- 
delphia in 1857. 
The first line was 
opened in the fol- 
lowing year. By Phila, City Pass. 
1859 ten companies 
were. operating. 
The Legislature 
had put through a 
bill establishing 
competi‘ion, but 
the backers of the 
ten companies 
found it irksome. 
So they formed 
in that year the 
“Board of Railway 
Presidents,” as an 
open “Alliance for 
the Regulation of 
Competition.” As 
other companies 
were formed from 
time to time, their 
presidents were 
brought into this 
board. So things 
ran along until 
1874, by which 
year no less than 
thirty-nine .com- 
panies were doing 


Dalen Pass. 
Empire Pass. 


Citizens Pass. 


Pass, 


Germantown Pass, 


Phila, Traction 

Electric Traction 
Peoples Traction 
Peoples Pass. Ry 
Hest., 
Union Traction 





Phila. & Darby R. R 


West Phila. Pass. Ry 
Phila. & Grays Ras Pass. Ry 
Ridge Ave. Pass Ry 
Isth & 15th Sts, Pass, Ry 
soattneniet Pass, Ry 

h & 19th Sts, Pass, Ry 


y 

Catherine & 5 eee Sts, Ry.. 
Ry 

Frankford & Southwark Phila. City 


Ry 
2nd & Srd "ats. Pass. Ry 
Lehigh Ave. Pass, Ry 


y 
Green & Coates Sts. Phila. Pass, Ry. 
Fmt. Park & Hadd, Pass, Ry 


Mant. & Fmt. Pass, R, R. 


Market St. El, Pass, Ry 
Darby, Media & Chester St. Ry 
Phila. & Willow Grove St, Ry 
Darby & Yeadon St, Ry 
Doylestown & Willow Grove Ry.. 
Mortgages, Ground, Rents, etc 
Maintenance of Organization, ete.. 


Philadelphia Rapid Transit 


P. R. T, SYSTEM—CAPITALIZATION AND RETURN. 


Rentals and 
Dividends 
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other underlying 
companies. It 
guaranteed a re- 
turn to Union 
Traction on the 
entire issue of 
$30,000,000 capital 
stock, although 
only $10,500,000 
had been paid in 
—of three per 
cent for two years, 
four per cent for 
two years, five per 
cent for two years 
and six per cent 
thereafter. It was 
agreed also that 
a Be 
powerless to as- 
sume additional 
financial _obliga- 
tions without the 
consent of Union 
Traction. 
Under this 
agreement a total 


of $28,800,000 has 
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$25,876, 867,17 


$56,461,379. $7,363,915.55 
29,991,660.00  16,777,000.00  1,499,290,.00 


ammn been paid by P. R. 


T. to Union Trac- 





$86,453,039.67 $42,653,867.17 $8,863,205.55° 
*Rentals, dividends, interest, etc. ri total $11,114,941.51, 
$129,106,906.84 of capital actually paid in. . ee 2 en ee 


$2,251,735.96* tion since 1902. A 


flat rate of six per 
cent on the amount 








business on the 











streets of the 
city. 
In 1876 the thirty-nine companies, by 
various mergers, were consolidated into 
seventeen operating organizations, with 
the board still functioning. By that time 
the business of pyramiding was well un- 
der way. In 1883 the Philadelphia Trac- 
tion Company was formed, and in two 
years it controlled about twenty-five per 
cent of the street car mileage in the city. 
The next important development was in 
1892, when electricity was first utilized 
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The 1919 Report to Stockholders 

In his annual report to the stockholders 
for the year ending December 31, 1919, 
Mr. Mitten says: 

“The Philadelphia Rapid Transit Com- 
pany was formed in 1902 to take over the 
leaseholds and property of the Union 
Traction and underlying companies and 
to provide money with which to acquire 
and develop the franchises shortly there- 
tofore passed in favor of certain inter- 


actually invested 
by the latter com- 
pany would have been but $11,340,000. 
Therefore the profit to Union Traction, 
over and above such six per cent return, 
has been $17,460,000 in cash. 

But that tells only part of the story. 
From time to time P. R. T. has found 
it necessary to obtain new financing, as 
the price of this Union Traction has 
exacted everything it could get. Without 
going into unnecessary details the record 
may be set forth briefly by the following 
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summary taken from a letter to Mitten 
by W. C. Dunbar, vice-president of P. 
R. T., on June 22 of this year: 

“Union, whenever granting its consent 
to the financial measures advocated by 
p. R. T., frankly states it to be its policy 
to exact everything that P. R. T. can 
give. Union, aS consideration for its 
guarantee of the $10,000,000 P. R. T. 
bond issue of 1912, demanded and re- 
ceived from the old management the fol- 
lowing: All equity in Market St. Ele- 
vated, represented by (a) Entire issue 
of Capital stock, $2,800,000; (b) Due 
Bills for advances, $8,178,824; (c) As- 
sigament of claims for future advances, 
approximately, $3,000,000; (d) Lease- 
hold, all Equity in Doylestown and Wil- 
low Grove Railway, $500,000; Darby and 
Yeadon Street Railway, $5,000; Snyder 
Avenue Passenger Railway, $140,000; to- 
tal, $14,623,824. 

“Now, in 1920, when application is 
made for the consolidation of certain 
equipment trusts, Union, as a condition 
precedent to its consent, requires that all 
ownership and equities of P. R. T. in 
cars, real estate and stocks and bonds of 
subsidiary companies shall be transferred 
to Union as follows: 

1, Motor Real Estate Co. Property 
cost $4,000,000; 2, P. R. T. Real Estate, 
cost $600,000; 3, 500 near-side cars, now 
under equipment trust “C,” cost $2,500,- 
000; 4, Willow Grove Park Co., stock, 
$219,500; 5, Chester and Phila. Ry., stock, 
$247,350; 6, Darby and Yeadon St. Ry. 
Co., bonds, $200,000; 7, Phila. and Wil- 
low Grove St. Ry., bonds, $100,000; 8, 
Darby, Media and Chester St. Ry. Co. 
bonds, $126,000; 9, Continental Pass. Ry. 
Co., stock, $4,000; 10, also that P. R. T. 
now agrees to transfer all real estate and 
securities hereafter acquired. Total, 
$7,996,850. 

“Only in consideration of the transfer 
of the above equities will Union give its 
assent to the issuance by P. R. T. of the 
proposed consolidated equipment trust, of 
which $2,635,000 would be used to re- 
fund car trust certificates now outstand- 
ing, the remaining $3,365,000 to be used 
on properties held under lease from 
Union.” 

Union Tractions Increased Value 

Roughly, it is estimated that as a result 
of 18 years of operation by P. R. T., the 
properties of Union Traction and other 
underlying companies have increased in 
value $45,000,000—including the items of 
more than $14,000,000 exacted in 1912. 
P. R. T. was saved from bankruptcy in 
that year by the advent of the Stotesbury- 
Mitten management. It was saved from 
bankruptcy in 1907 by the contract with 
the city, under which the municipality is 


to take over the system in fifty years. 


That contract has been a sore spot ever 
since. Mitten asserts that it virtually 
guaranteed a return of six per cent to P. 
R. T. stockholders, which has not been 
paid. Some city officials and leaders of 
business men’s associations contend that 
the city surrendered far more than it got. 

It is likely that this contract will be 
reviewed by the Public Service Commis- 
sion after valuation proceedings are com- 
pleted. But the storm center now is to 
be found in the table above entitled “P. 
R. T. System—capitalization and return.” 
Examination of that will show that the 
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rental paid to the’ Philadelphia City Pas- 
senger Railway is 31 per cent of the total 
paid-in capital. For the 13th and 15th 
Streets Passenger Railway it is 71 per 
cent. Eliminating the companies ac- 
quired by P. R. J. it will be seen that the 
seventeen underlying companies are col- 
lecting more than $7,000,000 annually on 
actual capital paid in of about $53,000,- 
00U. This is the chief burden on the 
Philadelphia Rapid Transit Company. 

The balance sheet of the P. R. T. for 
December 31, 1919—less than nine months 
ago—showed a surplus of $4,482,532.78. 
A five per cent dividend was paid in that 
year, but this year it has not been paid. 
According to Mitten, the company is now 
facing a deficit of more than $4,000,000 
for the year. Of this, $900,000 represents 
an overdue increase in wages, deferred 
by. voluntary action of the carmen 
through their co-operative association. 
For the eight months ending August 1 
the gross revenues of the company were 
insufficient by $1,151,628.77 to provide for 
operating expenses, taxes, fixed charges 
and the five per cent dividend. 

Mr. Mitten has stated unequivocally 
that without additional revenue his com- 
pany must “go to the wall.” As has been 
stated, his plan of preventing that is to 
eliminate ten per cent of his passengers, 
thus solving the problem of car shortage; 
to charge a flat five cent fare for all 
transferred rides, thus placing a burden 
of $4,500,000 a year on thirteen per 
cent of his riders. In this statement to 
City Council he said: 

“It is estimated 760,000,000, or 76 per 
cent of all present passengers, will be 
carried without change of cars for a five- 








cent fare. .These five-cent passengers 
will not, therefore, be disturbed so as to 
lessen the number of short riders, in the 
encouragement and accommodation of 
which so much work on the part of both 
management and men has been expended. 

“It is estimated that of the present 
230,000,000 free transfer and three cents 
exchange passengers per annum, 100,000,- 
000 will no longer make use of this privi- 
lege for very short distances. They do 
so now simply because it can be done for 
little or no cost. If this estimate be cor- 
rect, there will thus be provided an added 
available car capacity equal to 100,000,000 
passengers per annum for those passen- 
gers whose rule is of sufficient impor- 
tance to justify the payment of a five-cent 
fare.” 

A public hearing was held by Council 
on this proposal. On the three days pre- 
ceding it the’ company took a “vote” of 
its passengers, obtaining nearly half a 
million signatures of riders in favor of 
the proposition. There was no means of 
recording opposition to the plan on the 
ballot. The admission by Mitten that 
P. R. T. is again facing bankruptcy has 
served to concentrate the demand of all 
public interests for the review of the 
rentals to underlying companies. Mitten 
has proposed a reorganization to consoli- 
date the lease holding companies, 
thus eliminating certain Federal taxes, 
but so far Union Traction has refused to 
go along. Only by such a new merger 
may a fight to a finish on the contracts 
of underlying companies be averted. 
And even in this there is no promise of a 
continuance of the five cent fare.—vol 24, 
p. 1056. 








TOBACCO INDUSTRY IN sTRONG POSITION 
(Continued from page 822) 








been affected by the export situation and 
because American consumption continues 
on its customary, broad scale. There is 
actually a shortage of wrapper and binder 
tobaccos. The situation was recently ag- 
gravated by storms in the Connecticut 
valley, which was said to have lost 40% 
of its tobacco crop as a result. There is 
a movement towards absorbing all binder 
tobacco crops. The situation is somewhat 
similar with regard to Cuba and Porto 
Rico, where short crops are reported. 
Under the circumstances, it is difficult to 
see what is to prevent an upward move- 
ment in the price of Havana cigars and 
other high grades. 

There seems to be a big difference be- 
tween the prospects for the cheaper to- 
baccos and those for the better grade. 
Whereas the more costly kind are prob- 
ably headed upwards, low grade raws are 
showing a tendency toward lower prices. 
This, however, does not affect the price 
of the manufactured article. Nor is it 
likely to do so. As previously stated, the 
price of manufactured tobacco products 
has not gone up in proportion to the 
price of the raw product. The price of 
raw tobacco will have to come down very 
much further before the manufactured 
product will be affected. 

Domestic demand keeps pace with pro- 
duction. A big factor in increasing the 
demand for tobacco is Prohibition. With 


many, it has been a case of substituting 
tobacco for alcohol. Whether the prohi- 
bition movement may not extend so as to 
include tobacco is difficult to say. Some 
slight headway has been made by the 
tobacco prohibitionists but it has not 
amounted to much. The universal popu- 
larity of tobacco and the reaction against 
the sort of spirit which characterized the 
prohibition movement indicate little 
chance of success for tobacco prohibition. 


Industry’s Outlook Bright 


On the whole the outlook for the in- 
dustry seems bright. Labor shows a ten- 
dency toward greater tractability, and in 
view of the trouble it has given the in- 
dustry in past months, this would seem 
to be a matter of considerable encourage- 
ment. The improvement in transporta- 
tion is also a help. Up to recently, it 
was difficult to secure freight space, but 
now the commodity is in freer movement. 

While temporary conditions have sub- 
jected the tobacco producer, particularly 
in the South, to certain hardships, this 
is not at all likely to affect the ultimate 
consumer. In other words, retail prices 
look as if they are going to stay up for 
a long time. I cannot see much of a chance 
for lower prices in any of the manufac- 
tured tobacco products. 

The tobacco industry is likely to be 

(Continued on page 881) 
































The Detroit Edison Company 





The Phenomenal Growth of an Important Power Company 


An Increase of Almost 900% in the Annual Output of Detroit Edison During the Past Ten 
Years Is a Record Rarely, if Ever, Surpassed in a Utility of This Character 


HE development of central station 
power has enabled utilities supplying 
this service to secure such a tremen- 
dous volume of business that they have 
been unable to keep pace with the demand. 
The ease of operation, the ability to re- 
alize a more uniform load factor and the 
elimination of waste have enabled large 
units to so reduce the cost of power that 
many industrial concerns have discon- 
tinued the operation of their own indi- 
vidual plants and are now drawing their 
current from the large central stations 
when and as they need it. These indus- 
trial companies not only secure power 
more economically but the danger of in- 
terruption due to a breakdown of equip- 
ment is reduced to a minimum and the 
capital charges for the erection of their 
own plants are entirely eliminated. 
Furthermore these concerns realize 
the great advantages afforded them and 
they are more than willing to have the 
power companies receive rates which will 
allow them not only to cover fixed charges 
and dividends but also to accumulate a 
reserve sufficient to keep their service up 
to the highest standard. Thus the power 
companies are dealing with an educated 
and far-seeing clientele and not with cus- 
tomers who look only at the immediate 
effect upon their own pocket- 


Field of Activities 


This breadth of vision among the busi- 
ness people of Detroit has not only en- 
abled The Detroit Edison Co. to operate 
successfully but this company has been 
an important factor in bringing the city 
to the front as a great manufacturing 
center. 

The City of Detroit is admirably 1lo- 
cated and its harbor is recognized as the 
finest in the Lake region. The river, on 
which the city fronts, is often called “the 
Dardanelles of America,” and its chan- 
nel can accommodate the largest vessels. 
Along the extensive water-front are large 
wharves, elevators, foundries, factories, 
etc. We can more fully appreciate the 
city’s location when we realize that the 
tonnage passing through this river is more 
than twice that passing through the Suez 
canal and much larger than the tonnage 
arriving and leaving New York or any 
other seaport in the world. Not only are 


By J. L. CHEATHAM 


part of this gain was due to the phenomenal 
growth of the automobile business; how- 
ever, the other industries have by no 
means been neglected and the business of 
the city is wall balanced and diversified. 
The interests of Detroit in connection with 
the lake marine are great and it is either 
first or second every year among the lake 
cities in shipyard production. 

Its growth in population during the 
past twenty years has been remarkable; 
from a little less than 300,000 in 1900 it 
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has increased by more than 200% and the 
value of its products has more than kept 
pace with this increase in population. The 
Detroit Edison Company itself serves an 
area which has an estimated population 
of more than 1,200,000 people. 


Business of the Company 

The Detroit Edison Company occupies 
an unusually favorable field of service, 
doing business not only in Detroit but 
also in an extensive surrounding territory. 
This outside territory, which already con- 
tributes an important portion of the rev- 
enue, is growing steadily and the future 
developments should reflect very favorably 
upon the net earnings of the company. 
In addition to doing the entire commer- 
cial electric lighting and industrial power 
business in the city and surrounding 
country, the company also conducts a 
steam heating business in Detroit proper. 
Its power is distributed over some 700 in- 
dustries of which the automobile and allied 
concerns consume somewhat less than 50%, 
During last year about 44% of the gross 
revenues was derived from the light de- 
partment, 41% from the power depart- 
ment and 15% from sales to other pub- 
lic utilities, steam heating and miscel- 
laneous; and the growth of all classes of 
business was satisfactory and fairly well 
balanced. 

The company’s phenomenal growth and 
the growth of the city have gone hand in 
hand. In 1909 the entire output was 
about 87,000,000 kw-hrs.; in 1919 its out- 
put reached the huge total of over 858,- 
000,000 kw-hrs., or an increase in revenue- 
producing business of almost 900%. In 
order to keep pace with the ever-increas- 
ing demand the management has had to 
make extensive additions and improve- 
ments. 

Properties 

When changes and additions are com- 
pleted in the two Detroit plants the gen- 
erating capacity will be over 300,000 kw. 
The location of these plants is excellent. 
They are only about four miles from the 
center of the city and are situatcd on the 
Detroit River. Besides being readily ac- 
cessible by water these stations can be 
reached from four different railroads, thus 
providing abundant facilities for the de- 
livery of coal and other supplies; and a 





short canal from the river fur- 





the transportation facilities by 
water unsurpassed, but it is 
the center of far-reaching rail- 
road systems. 

Above all else, Detroit is a 
manufacturing city and its most 
rapid growth in this respect 
came in the period of 1909- 
1916. From thirteenth place it 
steadily grew until at the end 
of that time it ranked as fourth 
in the entire country, being sur- 
passed only by New York, Chi- 
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nishes an unlimited supply of 
pure water. 

In addition to these two 
units the Connors Creek gen- 
erating station has an installed 
capacity of 105,000 kw. and 
will have an ultimate capacity 
of 180,000 kw. when completed 
according to plans. This sta- 
tion is also very favorably lo- 
cated and has excellent trans- 
portation facilities both by rail 
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commodate a second power plant of at 
least equal generating capacity when this 
shall be made necessary by the future 
growth of the business. The construction 
and equipment of this Connors Creek 
plant conforms with the highest stand- 
ards of engineering practice and skill and 
it is, with a single exception, the most 
comprehensive plant of its kind in the 
world. 

In addition to the above sites, both of 
which have room for future development, 
ihe company has two other locations ready 
with all necessary highway and railroad 
connections, so that construction could be 
pushed forward without delay on either 
or both of them should conditions make 
it desirable to do so. 

The output of the company is dis- 
tributed through numerous sub-stations 
and extensive transmission ‘and distribu- 
tion systems and its franchises and right- 
of-ways are very valuable. 

The valuation of the properties by the 
State Commissions has ‘shown a larger 
amount than carried by the company on 
its books and a fair replacement value in 
the present market would be greatly in 
excess of evén this valuation. 


Corporate History 


The Detroit Edison Company was in- 
porated in 1903 and has at various times 
acquired the capital stocks of associated 
companies. In 1915 it purchased and 
took title to the real estate and plants 
which were formerly used in carrying on 
the public service of practically all its 
subsidiaries, and this purchase also in- 
cluded the land, coaling station and steam 
distribution system of the Murphy Power 
Company. Before 1915 each of the sub- 
sidiaries so acquired did business in its 
own name and the ownership by the 
parent corporation was through its hold- 
ing of the securities of the respective com- 
panies. Since the above date the neces- 
sary arrangements have been completed 
and the Detroit Edison Company is now 
the owner of record of these properties 
and does business directly with the pub- 
lic. 

However, the company is required to 
maintain the corporated existence of the 
Edison Illuminating Company, Washte- 
naw Light & Power Company, St. Clair 
Edison Company and the Peninsular 
Electric Light Company. The last named 
concern, having been organized under an 
act applicable only to electric light com- 
panies, continues to do business of that 
class, but the plant and business of the 
first named company (other than some 
real estate), and all the properties and 
business of the other two concerns are 
now owned and operated by the Detroit 
Edison Company. This change has had 
very little effect upon operations but it 
did away with much inter-company ac- 
counting, etc., and enables the company 
to offer direct liens on all its public serv- 
ice properties as securities for bond is- 
sues instead of resorting to collateral 
trusts or indirect liens. 

The company in 1904 had a total capi- 
talization of only $9,000,000. The growth 
of business was so constant and so rapid 
that the capitalization has been increased 
to over eight times this figure. In 1904 
this capitalization was made up of $4,000,- 
000 bonds and $5,000,000 capital stock, 
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while the balance sheet of June 30, 1920, 
shows $47,073,300 bonds outstanding and 
$27,655,200 capital stock or a total of 
$74,728,500. 

Earning Capacity 

This company has shown rapidly in- 
creasing earnings. The net earnings be- 
fore interest charges and depreciation 
have increased from $234,191 in 1904 to 
$5,138,318 in the 1919 year, and during 
the past ten years the company has earned, 
as an average, almost 10% on its capital 
stock. 

This rapid growth has demanded much 
new capital but funds have always been 
readily obtained. The management has 
been very liberal as to its depreciation 
charges and in addition has built up an 
operating reserve equal to $3,265,712 in 
this period. 

During the first few years, owing to 
the rapid development, earnings had to be 
conserved and it was in 1909 that an 








150 


125 


100 


15 


50 


DETROIT- EDISON 
PRICE RANGE 


25 





WO) WN 2H 5 6 8920 
ToOct.2. 

















initial dividend of 2% was paid on the 
capital stock. From this the annual pay- 
ment was increased to 5% the next year 
and then to 7%, which latter rate was 
continued until four years ago, when .the 
rate was again increased, this time to 8% 
per annum, and has been maintained to 
date at this figure. In addition to these 
liberal dividends, the stockholders have 
benefited from time to time by having the 
privilege of subscribing for new issues 
of capital stock and of convertible bonds. 

After the war was over it was hoped 
that the demand would slacken for a time 
to give the company opportunity to over- 
haul its equipment but instead require- 
ments increased and many of the ma- 
chines had to be overloaded. Due to this 
overloading and the rush work during the 
war the efficiency of some of the equip- 
ment has fallen off and two of the tur- 
bines were so badly in need of repairs 
that recently the company was compelled 
to shut them down. This will require an 
appreciable reduction in the output for a 
few months; and while this condition may 
cause some falling-off in the current 
year’s earnings, it is expected that many 
of the necessary repairs will be soon com- 
pleted and with the new installations the 
company should be in a better position 


to accept new business during the coming 
year. 
Future Outlook 


The company, while not refusing to take 
new business from existing clients during 
the year or from new enterprises that 
had been in preparation for some time, 
advised prospective cystomers that they 
had better slow down ir program until 
all the public service facilities of the dis- 
trict had an opportunity to catch up. If 
the company can have time to bring the 
present equipment up to its highest me- 
chanical efficiency and also to make some 
new installations, it will be in a position 
to reduce operating expenses very mate- 
rially and also to supply its customers 
with all the power they require. At the 
present the management is striving to 
overtake demand with capacity and the 
new financing recently completed was 
with this in view and now the company 
is in a stronger cash position than it has 
been for many years. There are no com- 
peting electric lighting or power com- 
panies in the territory and consequently 
The Detroit Edison Company has to be 
able to supply all of the demands of the 
community. 

The future of the large central station 
is permanently assured, since experience 
has shown its ability to produce and dis- 
tribute power at a very economical rate. 
There has been an enormous increase in 
electrically driven machinery within the 
past few years and the ease of operation, 
the small expense of installation and the 
small amount of labor required for opera- 
tion, together with the increasing cost of 
fuel and labor necessary to other systems, 
have made the use of central station 
power the ideal means of plant operation. 

The Detroit Edison Company is espe- 
cially favored by being located in such a 
large industrial and manufacturing com- 
munity and the business of this district is 
readily adaptable to the use of their type 
of service. There is no reason why its 
future shall not be as phenomenal as its 
past, since the development of central sta- 
tion power and inter-connection of gen- 
erating plants are only in their infancy. 

Not only are the bonds and notes of this 
company excellent investments but the 
capital stock ranks as one of the high 
grade junior issues.—vol. 24, p. 1153. 





Sinclair Thompson on the 


Taxation Problem 
(Continued on page 817) 











otherwise honest find specious justifica- 
tion in trying to avoid paying their taxes. 

“Let us do or try to do as Mr. Harri- 
man suggests, and organize our interna- 
tional due bills into tangible obligations. 
Let us also amend the tax law so that the 
taxing authorities shall fix the net income 
with all the facts before them, rather than 
have the net fixed by individuals accord- 
ing to their cupidity or caprice. Let us 
spread our taxation base over more people 
so that thereby the Government will get 
the money it needs, and so that the cry 
of_injustice, now abundantly justified, will 
cease.” 
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Mining Securities 





Yukon Gold Co. 





Yukon Gold’s Troubles 


Company Unable to Earn Dividend Money on Present Stock — California Operations 


HE Yukon Gold Company was in- 
corporated February 28, 1907, under 
the laws of Maine. The original 
capitalization was $25,000,000, but this 
was reduced to $17,500,000, in January, 
1915. The stock, amounting to 3,500,000 


shares, of a par value of $5, is all issued. 
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The shares are listed on the New York 
Curb and Boston Curb. 

The Yukon-Alaska Trust, which was in- 
corporated in 1916 for the purpose of tak- 
ing over the residuary assets of the dis- 
solved Guggenheim Exploration Com- 
pany, owns 2,842,625 shares, or over 81% 
of the stock of the Yukon Gold Co. The 
Guggenheim Exploration Co. loaned the 
Yukon Gold Co: $5,000,000 at 5%, cov- 
ered by 8 serial notes for $625,000 each, 
one of which was payable each year for 
eight years, beginning February 1, 1917. 

Payments Extended 

When the first note was due, re-pay- 
ment was extended one year from the date 
of the maturity of the last of the series 
of eight notes, or until February 1, 1925. 
The second note became due on February 
1, 1918, and was similarly extended until 
February 1, 1926. The third note was 
paid when due on February 1, 1919. 

In 1917 it was apparent that the com- 
pany’s earnings would be insufficient to 
meet the notes and continue dividends, and 
in September, 1918, dividend payments 
were suspended. The company’s net op- 
erating income from 1914 to 1919, inclu- 
sive, is illustrated in Graph No. 1. 

The Yukon Gold Co. operates gold 
bearing alluvial deposits in the Klon- 
dike, in Alaska; in California, and in 
Idaho, and a lode property in Nevada. 
The Klondike property, near Dawson, 
Yukon Territory, includes 650 claims. It 
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Discouraging 
By C. S. HARTLEIGH 
is equipped with 3 dredges, a 70-mile 


ditch, power plant, steam thawing appara- . 


tus, and hydraulicing plant. During 1917 
and 1918, the company had 5 dredges in 
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operation in this district. The commer- 
cial results of the Klondike dredging op- 
erations are set forth in Table II, show- 
ing a gradual decrease in gold yield per 
cu. yd. of gravel, an increase in unit cost, 
and a falling off in profit. 

The results of the Klondike sluicing 
operations are presented in Table III. 

Claims Owned 

Yukon Gold owns 24 claims on Fiat 
and Greenstone creeks, Iditarod district, 
Alaska. Two dredges were operated on 


these properties during 1915 and 1916, one 
dredge was operated in 1917 and 1918, and 
the ground has now been worked out and 
the boats have been dismantled. The 
company’s Alaska dredging operations are 
set forth in Table IV. 

The California properties are located on 
the American, Feather, Trinity, and Yuba 
rivers, and on Butte creek. During 1915 
and 1916 there were 3 dredges operated 
by the company in California, 5 dredges 
during 1917 and 1918, and at the present 
time 4. The commercial results of the 
California operations are shown in Table 
V. This table indicates a declining yield, 
and a rapid falling off in the margin of 
profit, besides a sharp rise in operating 
cost over the remarkably low costs se- 
cured in 1916 and 1917. 

In 1916, the Yukon Gold Co. acquired 
under lease from the Coeur d’Alene Min- 
ing Co. the latter’s property on Pritchard 
Creek, near Murray, Shoshone County, 
Idaho. In that year the available gravel 
was estimated at 8,500,000 cu. yds., con- 
taining $1,350,000 in gold, or about 16c. 
per cu. yd. Early in 1918 the property 
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was reported to contain 10,600)000 cu. yds. 
of gravel, containing $1,530,000 in gold, 
or about 14%c. per cu. yd. 
Equipment and Development 
The property is equipped with a 7% cu. 
ft. dredge with steel hull, moved from 
(Continued on page 873) 
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Texas Company 





The Greatest Independent of Them All 


Texas Company’s Progressive-Conservative Management Has Brought the Company Up to 


EXAS Company is generally consid- 
ered the best of the independent oil 
companies and compares favorably 

with the best of the Standard Oil Com- 
panies. This company has had a very 
remarkable expansion since its very be- 
ginning. It looked like a desperate 
gamble when it was first organized with 
a modest capitalization of $3,000,000 but 
under the daring genius of the late John 
W. Gates it throve and prospered until 
it has become one of the leading factors 
in the industry. Probably its founders 
themselves were surprised by the extent 
of their success. 

If Texas were not the richly endowed 
concern that it is, it would have gone 
“broke” long ago. The Gates crowd, 
while it pushed the company as hard as it 
could be pushed, had their eye on divi- 
dends. The more it payed the better they 
liked it. Working capital was a foreign 
word to the earlier management. The 
idea was to pay big dividends. These 


increased steadily, from year to year, - 


under the Gates regime, until in 1909 it 
paid $17 a share, which was followed in 
1910 by a 50% stock dividend and $11 a 
share in cash. Almost any other concern 
would have gone “broke” if subjected to 
this enormous drain; but, then, Texas is 
Texas and in a class by itself. 

After .the death of Mr. Gates, the con- 
trol of the company passed to more con- 
servative interests. The dividend policy 
was revised and the item of “working 
capital” began to have some meaning. In 
1912 the stock paid’ only $5 a share and 
in 1913 it paid $6 a share. 

However, even under the new manage- 
ment the rate of payment did not stay 
at this low level for long. In 1915 the 
stock was put on a $10 basis plus fre- 
quent stock dividends. In April the par 
value of the stock was changed from $100 
to $25 in order to permit wider participa- 
tion. Formerly a rich man’s stock, Texas 
is now within the reach of the average 
investor. 

Texas Company was organized in 1902, 
shortly after the Standard Oil interests 
were driven from Texas. It operates 
under a charter granted for 50 years by 
the State. The operations of the com- 
pany cover all phases of the oil industry 
from production to marketing and make 
it a completely self-sustaining entity. 

Activities on the production side are 
confined mainly to the South. Marketing 
of its products is principally done in the 
southern and eastern portion of the coun- 
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try, although it does a very large export 
business as well. 


The Company's Immense Acreage 


Texas Company holds immense tracts 
of land, a considerable portion of which 
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TABLE I.—TEXAS COMPANY. 
Production in Barrels, Per Day. 


Oklahoma 

Sour Lake, Texas 
Humble, Texas 

West Columbia, Texas 
Goose Creek, Texas ... 
Hull, Texas . 
Burkburnett, Texas . 
Electra, Texas 
Electra, Texas 
Desdemona, Texas 
Ranger, Texas 
Stephens County, Texas 
Homer, Louisiana 
Caddo, Louisiana 


Panuco, Mexico 
Tepetate, Mexico 




















has been found oil-bearing. In five dif- 
ferent states it has under lease about 
1,750,000 acres, which are distributed as 
follows: Texas, 140,000 acres; Oklaho- 
ma, 225,000 acres; Louisiana, 75,000; 
Kansas, 30,000; Wyoming, 25,000, and 
Mexico 50,000 acres. 

The policy of the company, with re- 
gard to acreage, has been to systemati- 


cally acquire acreage in all promising or 
possible oil-producing territories at a 
time when such could be acquired at a 
low or reasonable cost. The company 
maintains a very efficient “scout” or intel- 
ligence department whose business it is to 
keep in constant touch with what is going 
on in the development plans of other 
companies. When these men find signs of 
any activity in a new district, they report 
back to headquarters. In that manner a 
great deal of good territory has been ac- 
quired just before a “boom” started in, 
In other words, Texas allows its competi- 
tors the privilege of risking money on 
new ventures, and when such ventures 
seem about to become profitable the com- 
pany jumps in. Thus, while it may not 
get in on the ground floor, it manages to 
get in on the second story with very little 
risk and at small cost. This, obviously, 
is a far-sighted policy and has had not a 
little to do with the success of the com- 
pany. 

A good example of the manner in 
which Texas buys up new property is 
seen in its method in buying up Stevens 
County and Ranger acreage. In some 
manner Texas learned that the Texas and 
Pacific Coal & Oil Co., in 1916, was ac- 
quiring acreage in those territories. This 
was a year before the “discovery well” 
was brought in in that district and na- 
turally before the “Ranger boom” started. 
Texas went into those districts at that 
time and checkerboarded them at the rate 
of twenty-five cents an acre. When the 
field was finally developed it was found 
that Texas Company had much better 
and larger acreage than even Texas & 
Pacific Coal & Oil, 

It is in this manner that the company 
acquires properties at low initial cost and 
with very cheap rentals. By means of 
“being on the spot” it always has some 
acreage of which it can take advantage 
should neighboring acreage show signs of 
oil. 


Producing About 69,500 Barrels a Day 


Production of the Texas Company 
amounts to about 69,000 barrels a day 
from its properties in the United States. 
This does not include the production of 
the Abrams well in the West Columbia 
field, on the Gulf Coast, which has pro- 
duced about 25,000 barrels a day and is 
still going very strong. Nor does it in- 
clude production from the company’s 
Mexican properties, which are shipping 
out about 35,000 barrels a day. Produc- 
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tion from Mexico is derived from only 
five wells, three of which are located in 
the Panuco field and the other two in 
Chinampa. The potential production of 
these wells is about 70,000 barrels a day. 

Of the company’s domestic production, 
about 39,000 barrels can be considered 
absolutely settled. The balance of the 
domestic production is all the way from 
flush to fairly settled, except that from 
Stephens County, Ranger and Desde- 
mona in the deep lime in Texas. This 
acreage will ultimately cease to produce 
anything. 

In connection with production further 
mention should be made of the Abrams 
well, recently brought in near West Col- 
umbia, Texas. From July 20 to date 
this wonderful well has brought in nearly 
$5,000,000 worth of oil. The great well 
is located on a 1,350-acre tract, which is 
said to have cost “a hat and a dollar bill.” 
It is not possible to determine yet just 
how much the rest of this acreage will 
produce, as sufficient wels have not been 
drilled to give the field a thorough test. 

Texas Company has a very thoroughly 
worked out plan with regard to develop- 
ing production. It consistently maintains 
only enough’ production to supply its re- 
finery demands. At present production is 
running considerably ahead of. refinery 
demands and the drilling program accord- 
ingly has been curtailed. The company 
is disposing of acreage for which it no 
longer has any use. It has recently dis- 
posed of properties in Oklahoma operated 
under the name of the Central Petroleum 
Co., which had a settled production of 
approximately 4,000 barrels a day. About 
$4,000,000 was derived from this sale. 

Texas is also disposing of all its acre- 
age in North Central Texas for which it 
can find purchasers. It is so 


located for the purpose of handling Mexi- 
can crude. 

The company operates si® refineries 
with a total refining capacity of 92,000 
barrels a day. These refineries together 
with their capacities are as follows: West 
Dallas, Texas, 15,000 barrels; Port Ar- 
thur, Texas, 50,000 barrels; Port Neches, 
Texas, 13,000 barrels; West Tulsa, Okla- 
homa, 10,000 barrels, and Lockport, IlIli- 
nois, 4,000 barrels. 

These plants do not make the same prod- 
ucts. Only one, the one at Port Arthur, 
is a complete refinery. It makes all pe- 
troleum products. The plant at West Dal- 
las makes gasolene, kerosene, gas oil and 
fuel oil. The Port Neches plant works 
almost entirely on heavy Mexican crude 
and runs to asphalt. The plants at West 
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maintained at Bayonne, N. J., and at 
Philadelphia, Pa. These stations serve as 
storage plants and also as points of ship- 
ment to inland cities. It has about 7,000 
distributing stations in this country. 

The company has a very extensive ex- 
port business and maintains a large stor- 
age plant at Rotterdam, Holland. Ship- 
ments are made directly to this point 
from the Port Arthur refinery. Its Rot- 
terdam plant supplies all of Continental 
Europe. Foreign sales agencies are gen- 
erally maintained direct and not through 
agents. 

Texas Company has built up an en- 
viable good-will. Its products are well 
and favorably known throughout the en- 
tire industry. The company has been 
especially forfunate in obtaining a mar- 
ket for its lubricating and engine oils. 
Generally, it has been a difficult problem 
for the independent to market these prod- 
ucts. Texas, hcwever, solved the problem; 
and as the profits from these products 
are greater than for any other products 
obtained from the crude, it puts the com- 
pany in a very good position as to earn- 
ings from its refineries. 

Capitalization 

Capitalization stands at $130,000,000, 
consisting of 5,120,000 shares of $25 par 
value. It also has outstanding $35,000,000 
of 3-year 7% notes due March 1, 1923. 

Current assets amount to $136,694,000 
or about $25.00 per share. These assets 
are in the form of cash, investment hold- 
ings, crude oil and supplies on hand. 

The plant, leases and all physical as- 
sets of the company are carried at $98,- 
252,000. This is a very conservative esti- 
mate and, considering the values put be- 
hind the company in recent years, the 

property value undoubtedly ex- 








ceeds this amount by a wide 





anxious to dispose of this 
property that it is said tc be 
willing to make almost any 
terms with prospective buyers. 
To date about $2,000,000 has 
been received from sales in this 
territory. 


Storage and Refineries 


The company has enormous 
storage facilities, being, in this 
respect, one of the best 





TABLE II.—-TEXAS COMPANY. 
Current Current 

Assets 
$18,712,474 


90,220,281 
111,958,074 


TSix months to June 30, 
Other years end Dec, 31. 


margin. An idea of the tre- 
mendous earnings “ploughed 
back” by the company can be 
had from the fact that in the 
past five years its value has 
grown from $32,000,000 to $98,- 
000,000, an increase of over 
300%. During the same pe- 
riod, the outstanding stock was 
increased only 200%. This in- 








creased stock was offered and 








taken by stockholders at par, 





equipped concerns in the 
United States. Storage capac- 
ity is abcut 25,000,000 barrels of crude oil, 
of which about 85% has been absorbed, 
leaving the company about 20,000,000 
barrels of crude still in storage. The 
value of this crude is estimated at close 
to $60,000,000. 

Texas has pipe lines in Oklahoma, 
Louisiana and Texas, through which it 
sends oil from the wells to the various 
refineries. In Texas and Louisiana about 
1,415 miles of 6-in. and 8-in. pipe line are 
owned and operated. In Louisiana it 
owns and operates about 500 miles of 6-in. 
and 8-in. pipe, giving a total pipe line of 
about 2,000 miles. This only includes 
trunk lines and does not include the vari- 
ous branch and gathering lines. 

The refining plants are of the most 
efficient and modern description. Two of 
the plants—those at Port Arthur and Port 
Neches—are on the coast, where it is pos- 
sible to load and unload ocean-going ves- 
sels. These plants are exceptionally well 
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Tulsa and Lockport are topping plants 
and make gasolene, kerosene and fuel oil. 
Through all these plants, the company 
makes every variety of refined oil for in- 
dustrial purposes and is thus in a position 
to meet the demand for any product. 


Extensive Transportation Facilities 


Texas Company has extensive trans- 
portation facilities, owning and operating 
about 3,000 tank cars. It has a very fine 
fleet of tankers with a combined carrying 
capacity of 125,000 tons deadweight, and 
has under construction about 80,000 tons 
of additional ships. These boats are used 
foi transporting crude from Mexico to 
the refineries and to carry finished prod- 
ucts to the Eastern States. Texas trans- 
portation facilities are further bulwarked 
by fourteen ocean terminals at various 
coastal points in this country, which are 
used mainly for bunkering purposes. 


Immense distributing stations are 


which gave them a very satis- 
factory profit, as the stock has always 
sold far above par. 

Charges for depreciation are very lib- 
eral. To date about 33% of the present 
plant value has been charged off. It is 
customary for the company to charge off 
about 9% per annum. 

Earnings 

The company has a splendid earnings 
record. Expansion along this line has 
been regular. In 1910 it earned $2,660,000; 
while in 1919 it earned $18,671,000—this 
despite the fact that the capital stock had 
been nearly doubled in the interim. The 
amount earned in 1919 was 24.20% on the 
then outstanding stock. Of this amount 
less than half or 10% was paid out in 
cash dividends, illustrating the conserva- 
tive character of the present management. 

It should not be supposed that the con- 
trolling interests have been niggardly 
with the stockholders. On the contrary 
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it is the stated policy of the company to 
issue new stock for the benefit of old 
stockholders once a year.* Employees also 
share in the benefits of such distributions 
and are entitled to subscribe to a gener- 
ous portion of the stock offered at par. 

The dividend rate was increased to 


12% early this year and in the light of 
the stability of earnings enjoyed by the 
company seems to be well protected. 
The value of Texas Company stock is 
unquestionably much greater than its in- 
dicated book value, which is about $42 a 








share. The value of the plant account of 
the company is at least 50% in excess of 
the value at which it is carried on the 
bodks, which would bring up the book 
value of the stock te at least $60 a share. 

The shares are quoted, at present writ- 
ing, around $47 a share. They pay $3 a 
year annually, and at the present price 
offer a fair yield. On the score of its 
dividend, Texas would seem, on the sur- 
face, to compare rather unfavorably with 
other industrials which offer a higher in- 
come return. It is well to bear in mind, 
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however, that the settled policy of the 
company with regard to offering “rights” 
for subscription to its stockholders has 
made and will probably continue to 
make an investment in this company a 
profitable undertaking. 

The Texas Company is one of the best 
managed in the oil industry. Its growth 
has been phenomenal and there is every 
reason to believe that it will be continued. 
So far as logic is concerned, the company 
meets every investment test that can be 
put to it—vol. 25, p. 8&2. 





Earning Capacity of the AGWI Lines 


Over-capitalization Remedied by 1918 Revaluation — Shipping Outlook Not Bright — The 
Management’s Brilliant Feat in Entering the Oil Industry 





HE Atlantic Gulf & West Indies 
Steamship Lines, incorporated in 1908, 
acquired the properties of the Con- 
solidated Steamship Lines, sold under 
foreclosure proceedings. It constitutes a 
holding company owning, as of December 
31, 1919, all but about $450,000 of the 
$31,290,500 capital stock of nineteen sub- 
sidiaries, exclusive of the oil subsidiary 
acquired in that year. The chief of these 


are: 

Company Stock Issued 
Clyde Steamship Co.......... $7,000,000 
Mallory Steamship Co........ 7,000,000 


N. Y. and Cuba Mail S. S. Co.. 10,000,000 
N. Y. and Porto Rico S. S. Co. 4,000,000 
Compania Cubana de Navega- 


OUD «ch stcncdibeeceecnescstas 1,287,500 
Mexican Navigation Co....... 1,125,000 
pe eee eee $30,412,500 


The remaining companies are chiefly 
terminal, towing and warehouse concerns, 
having in no case more than $100,000 
stock. The Clyde and the Mallory lines 
were originally engaged in supplying reg- 
ular service over the Atlantic Coast 
routes, while the Mexican and West In- 
dian trade is clearly indicated in the 
names of the others. 

In addition to their capital stocks, the 
subsidiaries originally had $26,013,000 in 
bonds, or a total capitalization of $57,- 
303,500, taking the stocks as of 1919. The 
dead weight tonnage represented was in 
the neighborhood of 250,000, making the 
capitalization per ton about $230, a some- 
what inflated figure, it would seem, judged 
by pre-war standards. The Atlantic Gulf 
Company’s stock consisted of $14,979,900 
preferred and $14,963,400 common, a total 
of $29,943,300. 

The total corresponds very closely to 
the amount of subsidiary stock owned. 
As the subsidiary. bonds now in the hands 
of the public, together with the collateral 
bonds of the Atlantic Gulf and West 
Indies Steamship Lines, aggregate nearly 
as much as the original issues of the sub- 
sidiary bonds alone, the total outstanding 
securities would appear to represent over- 
capitalization. 

No effort was made, however, to con- 
ceal this condition in the balance sheets. 
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For example, after the prosperous year 
1916, when $44.70 per share surplus earn- 
ings on the capital stock were set aside, 
we find that the balance sheet summarized 
roughly as follows: 


Ships and Equipment.......... $24,264,364 
Terminal Properties, etc...... 3,694,712 
Cash Held by Trustee......... 814,607 
Investments, Deferred Charges, 
ER pt REY Soret 3,745,137 
Net Working Capital.......... 5,396,031 
EE et a ORD $37,914,851 
Deferred Credits ............. $2,771,571 
SEE OD ds cawandss<deecks 27,130,000 
ES Terr eee e $29,901,571 
Balance for A. G. & W. LI. 
ed ati al i malted $8,013,280 


Reference to the amount of capital stock 
outstanding will clearly show the inade- 
quacy of the assets to cover even the pre- 
ferred. 
The Revaluation 
In 1918 the physical property was re- 
valued to correspond with the then re- 
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production value, less $35 per ton. The 
figure arrived at, including payments on 
account of ships under construction, was 

2,753,457. Even after this marking up, 
the physical property amounted to only 
about one and two-thirds times the debt. 

Reference at this length to the com- 
pany’s apparent overcapitalization is made 
largely for the purpose of explaining its 
inability, under normal conditions, to pro- 
duce satisfactory earnings. on its stocks. 
In fact, it appears from the income ac- 
counts that the services supplied were 
reasonably profitable, though it is not my 








impression that depreciation of ships was 
reported quite as conservatively as might 
have been. Between 1910 and 1915 earn- 
ings on the stocks were reported as fol- 
lows: 


Earned on Earned on 

Preferred Common 
1910 5.75% 
1911 5.59% ai aan 
1912 6.41% 1.34% 
1913 10.29% 4.15% 
1914 6.299% phe eal 
1915 20.29% 7.75% 


The 1915 earnings reflect the beginning 
of the war prosperity, but it is practically 
true that the common stock had no nor- 


mal earning power and no reasonable ~ 


prospect of paying anything but possibly 
the smallest of dividends. Neglecting for 
the minute the heavy earnings subse- 
quently gleaned from trans-Atlantic voy- 
ages, we find that war conditions were 
nof at all favorable to the coastwise busi- 
ness. The railroad rate increase prior to 
August, 1920, brought about 28% higher 
gross earnings, but expenses mounted so 
that in 1919 the Clyde Line lost $1,357,953 
and the Mallory Line $643,165. The Gulf 
subsidiaries operate only eleven vessels 
(24 before the war) in the coastwise serv- 
ice, so that the above losses were rela- 
tively heavy. Under the new freight 
rates, it should again be possible to earn 
something over expenses. 

In addition to the 73 vessels of the At- 
lantic Gulf and West Indies fleet, as of 
1919, and including 12 ships belonging to 
the parent company, the Atlantic Gulf and 
West Indies has been operating as high 
as 88 vessels belonging to the Shipping 
Board. This appears to be a temporary 
arrangement and present performance is 
no indication of future earning power 
when the company gets back to the opera- 
tion of merely its own vessels. 

The great bulk of the fleet has been 
engaged in the West Indian trade and in 
foreign tramp sailings, the latter com- 
manding as much as ten times the coast- 
wise rates. Ocean rates are now slipping 
off; and in view of the fact that the most 
urgent requirements of Europe have been 
met and that the present world ocean ton- 
nage is greater than before the war, it 
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seems a foregone conclusion that they will 
decline further. It may get to the point 
where the coast lines with their rates 
stabilized by the Interstate Commerce 
Commission will be more consistent earn- 
ers than the ocean routes where unre- 
strained competition may become difficult 
to support. The latter condition appears 
remote, however, barring any general 
European collapse. The work of recon- 
struction and the time required to resume 
normal production in Europe should call 
for a few years more of abnormally heavy 
exports. The traffic should be better bal- 
anced, too, as Europe continues to gain 
in her ability to ship back goods in pay- 
ment for her purchases. But on the 
whole, the trend is probably gradually 
downward. 


The Earnings Outlook 


A large and reputable brokerage house 
stated in a recent market letter that At- 
lantic Gulf and West Indies Steamship 
earnings during the first six months of 
1920 were at the annual rate of the pres- 
ent 10% common stock dividend payment. 
Balancing better coastwise with declining 
ocean rates we may anticipate somewhat 
similar results in the second six months. 
It is decidedly difficult to look beyond 
the present year, however. Shipping was 
an industry particularly affected by the 
war. It suffered unheard-of destruction 
and gained tremendous prosperity at the 
same time. Notwithstanding that two 


years have elapsed since the war’s ter- 
mination, shipping is still a long way from 
stabilized. As a forecast of the future, 
I feel that 10% on the common stock is 
about as high as Atlantic Gulf and West 


Indies earnings from steamship opera- 
tions can be expected to go for a few 
years. 

The extent to which the company pros- 
pered during and immediately after the 
war is shown in Table I, herewith, giving 
the percentages earned on the stocks. 
Large as the surplus accumulated shown 
in the table is, it is only through the 
marking up of the steamship values that 
it sufficed to give the common stock a 
book value at the end of 1919 of around 
$)50 per share. 

During the war the company lost or 
sold 16 ships aggregating 59,029 tons and 
built an equal number amounting to 
60,313 tons. The great bulk of the sur- 
plus profits were kept liquid so that at 
the end of 1919 the company had a net 
working capital of $21,851,000. There has 
since been received the sum of $4,020,000 
for the use of Clyde and Mallory Line 
vessels and for the loss of two vessels 
during the war. If we assume that half 
of this last represents earnings, the other 
half representing property to be replaced, 
we can say that there was about $24,- 
000,000 of free assets to be put to work, 
-after the acquisition of the Mexican 
properties. 

A Brilliant Idea 


An unimaginative, unprogressive man- 
agement might have invested that sum in 
new cargo ships as a matter of course. 
But Atlantic Gulf and West Indies, whose 
executive committee is made up of E. J. 
Berwind of the Berwind White Coal Min- 
ing Co., F. C. Fletcher, A. R. Nicol, presi- 
dent, and Galen L. Stone, chairman of 
the board, and member of Hayden, Stone 
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& Co., had the very brilliant idea of using 
this working fund to embark in the bo- 
nanza industry of the day—oil—in a field 
where transportation is all by water and 
constitutes a more than ordinarily im- 
portant factor in the business. They put 
their oil enterprises under separate cor- 
porations, retaining full control. The 
capitalization of the Atlantic Gulf Oil 
Corporation consists of: 


First Mortgage 6s 
Second Mortgage 6s 
Capital Stock 


Atlantic Gulf and West Indies holds 
55% of the stock, acquired in February 
1919. The Atlantic Gulf Oil, in turn, 
holds the stocks of three Mexican subsi- 
diaries. The bonds are owned by the 
steamship lines and by the directors 
thereof. The producing properties are lo- 
cated about 75 miles south of Tampico, 
and contain exceptionally big wells. Four 
are completed. Two more will soon be 
under way and permits will be sought to 
drill eight more. The original property 
consisted of 1,200 acres of land, but leases 
on 35,000 acres have been acquired. In 
May and June shipments amounted to 
200,000 barrels each month, in July to 
915,000 barrels, and in August to about 
1,000,000 barrels. Production has been 
limited by the pipe line to the coast, which 
can carry only about 40,000 barrels a day. 
A second line of equal capacity will be 
completed towards the end of this year, 
and shipments should then reach 2,000,000 
barrels a month. 

Some idea of the richness of the com- 
pany’s property may be gleaned from the 
statement that all Mexico produces only 
about 11,000,000 barrels a month. Yet 
Mexican wells average about 1,000 bar- 
rels a day; while in California, where the 
wells are the most productive in the 
United States, the average is only 30 bar- 
rels. 

Refineries and Storage 

At Tecomate, the Oil Corporation 
shipping point, a 60,000 barrel refinery is 
practically complete. The storage capac- 
ity there is limited. With the enormous 
production already in hand the pressing 
need is for tankers. It has chartered 
four and contracted for fourteen more to 
cost about $35,000,000, two of which were 
delivered in July, with four more due in 
November. The lack of tank ships has 
been overcome to a small extent by sell- 
ing to the Shipping Board 3,000,000 bar- 
rels under an agreement whereby it agrees 
to furnish sufficient tankers to transport 
a minimum of 35,000 barrels a day. In 
August of this year the company made 
another contract with the Shipping Board 
for 15,000,000 barrels of oil, also to be 
transported in Shipping Board vessels. 

The steamship lines are further inter- 
ested with the Guffey Gillespie Oil Co. 
(Mr. Guffey is president of the Atlantic 
Gulf Oil Corporation) in the Columbia 
Syndicate, which controls 1,200,000 acres 
of undeveloped territory on the Mag- 
dalena River, Colombia. There are 
2,000,000 shares of the Syndicate, of which 
about 900,000 are reported to be owned by 
the two foregoing concerns. With shares 
held by associates they are believed to 
have control. The property lies directly 


rorth of that of the Tropical Oil Co, 
The reports upon the property are very 
favorable, and a fund of $2,500,000 has 
been set aside for development. Roads 
and camps are under construction, but the 
country is of such a nature that progress 
is difficult and slow. By next winter the 
first well may be drilled. If expectations 
are realized, this will constitute a very 
valuable reserve producing field. One of 
the Atlantic Gulf and West Indies subsi- 
diaries holds the first right for twenty 
years to purchase any oil exported by the 
Syndicate. 

Still another project is the AGWI Pe- 
troleum Cerporation, Ltd., with an author- 
ized capital of £1,000,000, organized in 
England with Sir Joseph Davies, M.P.,, 
chairman of the board. The steamship 
lines own 65% of the company’s stock. 
Three and one-half miles south of South- 
ampton on the channel, work is under 
way on a topping plant with 5,000 barrels 
daily initial capacity. Thjs gives Atlantic 
Gulf a foothold in England which can be 
further developed to whatever extent the 
opportunities there may justify. 

What would seem to be a very well 
conceived undertaking is the construction 
by a French company, in which the At- 
lantic Gulf and West Indies will have a 
dominant interest, of a 10-inch pipe line 
from Havre to Paris, 132 miles, with a 
25,000 barrel refinery and 500,000 barrels 
storage capacity. This will enable the 
company to get the high prices prevailing 
in Paris for from 25,000 to 50,000 barrels 
a day. As there are no pipe lines what- 
ever in France now, it is evident that 
Atlantic Gulf will have an especially ad- 
vantageous position in the French market. 

Predictions of the future earnings of 
these concerns must necessarily be of the 
most indefinite character. The Euro- 
pean concerns are only in the formative 
stage and the French project at least is 
quite a new departure for any one. Be- 
yond saying that they are promising, it 
is hard to go. The Colombian develop- 
ment is also entirely new, and it may be 
years before it even approaches its ulti- 
mate development.—Vol. 25, p. 1001. 


The second part of this article, to deal 
more exhaustively with the tremendous 
possibilities of AGWI’S oil subsidiary, and 
containing an interesting comparison be- 
tween it and the Mexican Petroleum Co., 
will be published in our next issue— 
Ed. 





HEAVY FREIGHT TRAFFIC CON. 
TINUES 


Reports completed by the Car Service 
Division of the American Railroad Asso- 
ciation show that the volume of freight 
traffic is holding its own in spite of the 
increase in freight rates which went into 
effect on August 28. 

For the week ending September 4 there 
was a slight reduction in the number of 
cars loaded with commercial freight to 
947,743, as compared with the highest rec- 
ord made for this’ year, 985,064, in the 
week of August 28. 

Up to July 1 the car loading figures still 
reflected the effects of the strike, but from 
July 3 to September 18 the total car load- 
ing has been 11,008,219, as compared with 
10,697,733 in 1919 and 11,340,621 in 1918. 
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Value of Graphs in Analyzing Swings in Security Prices 


Study of Price and Volume Charts Reveals Operation of Unchangeable Laws—A Typical 


HE principle that an idea, when pre- 
sented to the mind by means of an 
illustration, is the more readily vis- 

ualized and deeply impressed on the 
brain, is too universally acknowledged 
to admit of discussion. Concrete evi- 
dence of the general recognition of 
this psychological fact is presented in 
the many millions of dollars expended 
each year in illustrative advertising of 
all kinds—putting the idea over to the 
public by means of pictures, impressing 
the thought indelibly on the mind of the 
buyer. 

The purpose of this article is to help 
the reader to obtain a correct idea of the 
value of stock market graphs as an 
aid to successful operations ‘in the se- 
curities markets. To realize any degree 
of unformity of success in purchasing 
and selling securities necessitates much 
careful study, and the operator is most 
assuredly entitled to every aid he can se- 
cure in attaining his purpose. 

There is no royal road to success in 
dealing in the market and graphs should 
never be considered in the light of in- 
fallible guides to the future, nor should 
they be studied alone but in connection 
with walues, fundamental factors and 
current news. When used in this way 
they are recognized by 


Graph Discussed 
By E. M. ZIMMERMAN 


fluctuations of the market so aptly that 
it has since been termed Dow’s Law of 
Market Movements. He said: “The 
course of prices over a long period of 
time resembles the course of a winding 
river which doubles on itself again and 
again 6o that in traveling from one 
point to another, distant perhaps 20 
miles in a straight line, it will actually 
traverse a distance of 50 or 60 miles in 
making those 20, and will often travel 
for some miles in a direction opposite to 
that of its ultimate or true course. 
Furthermore, the course is full of eddies 
which keep the straws on its surface 
twisting and turning back and forth all 
the time. 

“The ultimate or trife course of the 
river is called the primary movement of 
prices and expresses the gradual adjust- 
ment of prices to investment values re- 
sulting from the operations of investors 
—viz., those who buy stocks for income 
rather than for speculation. By value 
is meant the relation of the earning ca- 
pacity and ‘dividend yield of a company’s 
stock to the general value of money, so 
measured by interest rates. 

“The secondary movements or swings 
are likened to the river’s doublings 
and twistings and are due mainly to 


the operations of margin speculators. 
“The surface eddies are the daily 
fluctuations which reflect mainly the ac- 
tivities of the floor traders who operate 
in the Exchange. Sometimes the sur- 
face eddy doubles on the actual flow of 
the current and sometimes the actual 
flow of the current doubles on the river’s 
true course. Traders’ operations are al- 
ways intimately correlated to and inter- 
woven with those of the margin specu- 
lators and those of the margin specu- 
lators with those of the investors, the 
whole forming a continuous current of 
the river.” 
Z In giving market advice, that famous 
financier Jay Gould one said: “The thing 
to do is to watch Wall Street’s eddies 
and currents, exercise a little common 
sense and your speculations will come 
out all right.” 


To Understand the Accompanying Graph 


The reader who desires to make a 
study of the course of the stock market 
over a period of years in connection 
with fundamental conditions influencing 
the long swings of prices is referred to 
the graph herewith showing the monthly 
range of industrial stock averages since 
1897. Each line on the graph represents 
the price “spread” for one 
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market authorities as giv- 
ing the best indication of 
technical position. 

What is a market graph 
in the last analysis? Simply 
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month, the top recording 
the high and the bottom the 
low. The lines at the bot- 
tom of the graph represent 
the total volume of transac- 
tions taking place on the 
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of the market cr the his- 
tory of some _ individual 
stock marketwise. But 
even as the artist sees many 
things in a picture over- 
looked by those not edu- 
cated in art, so also those 
who study and understand 
graphs see many indications 
of the future course of the 
market cr individual stock, 
because of the picture. 

An Inevitable Conclusion 

It is impossible for any 
one accustomed to the habit 
of serious thought to care- 
fully study graphs visualiz- 
ing the action of the secur- 
ity markets without arriv- 
ing at the conclusion that 
the broad swings of the 
market are not purely the 
result cf chance but are due 
to the operation of some 
law or set of laws. Let us 
examine some of the laws 
and statements regarding 
market action set forth by 
men enjoying a wide reputa- 
tion for their knowledge 
along this line. 

Mr. Charles H. Dow, who 
founded the Wall Street 
Journal, once described the 
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for the corresponding month. 
The figures at the left of 
the graph represent price 
(in dollars) while the nu- 
merals above the lines at 
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the bottom of the chart, in- 
dicating volume, show the 
number of shares in mil- 
lions traded in during the 
period. 


The advances occurring 
in the latter half of the 
presidential years are in- 
dicated by brackets. 


It must be remembered 
that this graph pictures sole- 
ly the price movements of 
a small number of industrial 
stocks; however, they were 
sufficiently representative of 
the trend of the market. 


Linking up the causes for 
the fluctuations shown in 
the graph is the next step. 
It will be found that follow- 
ing the market advance dis- 
counting the election of 
President McKinley in 1896 
and the coincident defeat of 
Bryan with his unsettling 
policy of bi-metalism, the 
market sold off during the 
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reaching the turn and starting on an al- 
most perpendicular advance about one 
month after President McKinley took his 
seat. If you will compare the small 
volume of transactions and narrow price 
movements during the first four months 
of this year you will note the unmis- 
takable signs of accumulation in antici- 
pation of the prosperity that accom- 
panied President McKinley’s sound ad- 
ministration, the passing of the Dingley 
protective tariff and a general recovery 
of business from the depression during 
Cleveland’s administration. 

From September 19, 1897, as the graph 
shows, the market experienced a set- 
back until March of the following year, 
when it again turned upward and after 
the first three months of 1899 entered 
a period of distribution accompanied by 
large volume of sales. 


An Important Period 

The period of 1900-1902 was one of 
many important factors marketwise. The 
jarge exports co-incident with the Boer 
War brought in gold payments for 
American merchandise and easy money 
conditions. Congress adopted the gold 
standard in 1900 and also there was a 
great increase in the production of yel- 
low metal in the Klondike and in South 
Africa. This period also saw the strug- 
gle for control of Northern Pacific in 
which that stock soared to $1,000 per 
share. Bryan was again nominated in 
1900. Strikes occurred at the steel mills 
and coal minues and Boxer troubles in 
China served to unsettle the market. 


The period of accumulation in 1900 in 
anticipation of the re-election of Presi- 


dent McKinley and the consequent up- 
move in price is clearly shown in the 
graph with the small volume of transac- 
tions, while prices moved within a nar- 
row range. 

After a period of distribution in 1901- 
1902 the market turned decidedly down, 
influenced by large exports of gold with 
consequent tight money; accumulation of 
undigested securities in Wall Street; 
labor troubles and depression in the 
steel industry. Credit broke down and 
1903 saw a minor money panic. This 
downswing reached the turning point No- 
vember 9, 1903. The month of Decem- 
ber, 1903, and the following first six 
months of 1904 registered a period of ac- 
cumulation. Conditions in the money 
market became easy; crops other than 
wheat were good and the export demand 
occasioned by the Russo-japanese War 
added to the prosperity of many com- 
panies. After the nomination of Alton 
B. Parker by the Democrats the market 
started to discount the election of 
Roosevelt, and after the first of July 
scored an upmove of nearly 25 points 
with scarcely a reaction. 

The year 1905 continued the advance 
marked by favorable factors, such as an 
advance in the iron market; large equip- 
ment orders by the railroads; rumors of 
combinations and increase of dividends 
of several of the market leaders. In the 
year 1906 conditions were decidedly fa- 
vorable for distribution, crops were 
large and railway traffic exceedingly 
heavy. Wages were good, business 
booming and credits became over-ex- 
tended. 

The hostility of Congress to large cor- 
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porations began to make itself felt 
towards the end of 1906; the Standard 
Oil Company was fined $29,000,000; the 
Commerce Commission investigated the 
Harriman railway lines; the copper trade 
experienced a decided slump; _ the 
Knickerbocker Trust Company failed; 
syndicates were unable to sell security 
issues and the money panic of 1907 fol- 
lowed, carrying the market down over 
40 points during the year and reaching 
the bottom by the middle of November. 
Expansion in Stee] and Iron 

The year 1908 was marked by an ex- 
pansion in the iron and steel trade; 
freight rates were increased; the capital 
that had accumulated during the pre- 
vious year began to be re-employed and 
after the nomination of William H. Taft 
for President the market continued its 
upmove with scarcely a setback, dis- 
counting his election, touching its high 
for the year November 13, 1908. Then, 
after a slight recession during the first 
few months of 1909, it resumed its up- 
ward course, reaching its turn on No- 
vember 19 of that year. This period of 
distribution occupied but a few months, 
in which Europe sold many securities 
purchased during the panic of 1907. 

In 1910 the Commerce Commision 
made radical reductions in freight rates; 
the anti-trust agitation continued and the 
money situation again tightened. This 
resulted in a drop of over 25 points from 
the high recorded in the previous year. 
The year 1911 was not marked by any 
spectacular movement in the stock mar- 
ket, the low for the year, reached on 
September 25, showing a decline of only 
about 15 points below the high registered 
the previous June. 

The year following in which the poli- 
tical situation was very much confused, 
the market did not run true to its usual 
program of an extended upmove during 
the latter half of the presidential election 
year, and subsequent events in the elec- 
tion of a minority president justified the 
market in its uncertainty. However, 
a small advance was registered after the 
middle of the year. 

In October, 1912, the Balkan States 
made war against Turkey, which con- 
tinued into the year 1913 and threatened 
to involve the big European powers. 
This caused constant unloading of 
stocks by well-informed European 
capitalists into the New York markets. 
This, together with the difficulties in 
Mexico, continued hostility of Congress 
toward big business, the passing of the 
low tariff bill, business declines with 
numerous failures and reduction of divi- 
dends by prominent corporations, caused 
an uncertain and reactionary market. 
Upon the beginning of the European 
war in 1914 a huge quantity of stocks 
was dumped on the market from Euro- 
pean sources, and the Stock Exchange 
was closed from July until the following 
December. 

When the War Babies Were Born 

The short period of accumulation 
shown in the early part of 1915 was fol- 
lowed by an advance of nearly 45 points, 
reflecting the intense period of pros- 
perity occasioned by enormous war 
orders from European belligerents. Co- 
incident with large gold imports from 
Europe, money conditions became ex- 


ceedingly easy, and the United States 
exported great quantities of foodstuffs 
and other materials at high prices. 

Before presidential nomination in 
1916 the market had a few reactionary 
months, selling to its low for the year 
April 22, from which point it advanced 
25 points up to November 21, the 
greater part of this upmove occurring 
after the presidential nomination. Upon 
the re-election of President Wilson the 
market sold off decidedly and registered 
a decided slump at the time of the de- 
predations of the U boats, subsequent to 
which the market was held in constant 
uncertainty regarding the entrance of 
the United States into the war, until 
April, 1917. 

After this country entered the war the 
steady decline carried the average price 
down about 45 points below the high re- 
corded the previous November. The 
low was reached in December, when it 
was halted by the announcement of the 
Government taking over the railroads 
and guaranteeing their income. 

The entrance of the United States into 
the ranks of the belligerents necessarily 
created an enormous demand for war 
supplies of every kind; the Government 
guaranteed the price of wheat of which 
a bumper crop was harvested; wages 
soared and industrial activity was at 
the maximum. However, Federal price 
fixing hampered business and the uncer- 
tainty regarding Federal war taxes, to- 
gether with the fact that the Govern- 
ment frowned on speculation, held the 
market in leash, and the fluctuations in 
1918 covered but a narrow range. 


Since the Armistice 

Following the signing of the Armis- 
tice in November, 1918, many industrial 
corporations found themselves in pos- 
session of large surpluses built up dur- 
ing the war and increases in dividend 
disbursements and large stock distribu- 
tions seemed certain for the stockhold- 
ers of many companies. During the 
Liberty Loan Campaigns the number of 
bondholders in the United States in- 
creased from around 400,000 to between 
15,000,000 and. 20,000,000. This resulted 
in heavy participation in the market by 
the general public in connection with 
extensive use of its Liberty bonds as col- 
lateral, as well as employing its surplus 
funds realized from war prosperity, in 
the purchase of securities. This resulted 
in the big bull market of 1919, in which 
the average figure for 20 industrials ex- 
perienced an appreciation of nearly 40 
points. 

After numerous warnings by the Fed- 
eral Reserve Board with a view to curb- 
ing of speculation, call money rates 
were run up decidedly, and early in 
November reached 30%, which occa- 
sioned one of the most drastic breaks 
the market had experienced for a long 
period of time. 

The general course of security prices 
during the current year up to the pre- 
sent time has been downward. Following 
the political conventions the strengthening 
of security prices gave rise to the talk that 
the usual presidential upmove was already 
under way. Whether or not history will 
repeat itself in a decided presidential 
upmove extending past election date time 
alone will tell 
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OLLOWING our recent articles on 
the Guenther-Law Agency, Louis 
Guenther and the Financial 

World, we have been made defendants in 
a libel action, instituted by Guenther-Law 
Agency who seek to recover $100,000 
damages for some of the statements in the 
articles. 


We welcome a public trial, where sworn 
testimony will supplant printed discus- 
sions, and we have been advised by our 


counsel that until our answer to the com- 
plaint has been filed it would be unseemly 
for us to make further comment. 


We are satisfied that the evidence ad- 
duced in the course of the trial will result 
in establishing the position we have taken. 
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Twenty-Four Hours With the Busy Broker 


FEAR Wall ‘Street is getting me. I 
I am exceedingly nervous. All I can 
think of is stocks, stocks, STOCKS! 
I think of them every hour of the day 
and night. The past twenty-four hours 


have been hell. 
* 


AST night I got very little sleep. 
Around midnight I fell into a snooze 

but was aroused by the playing of an 
American Graphophone in an apartment 
across the court. I think the Burns Broth- 
ers, a couple of Famous Players, have that 
apartment, and oh, boy, how I'd like to 
beat ’em to a pulp—a North American 


Pulp, if possible! 

Well, I finally got up and tried to 
soothe my nerves by doing a little Read- 
ing. I picked up a book tracing the rulers 
of Holland, but the Royal Dutch only 
bored me. Then, I thought a little drink 
might help me, and so I took a hooker 
of Industrial Alcohol with some American 
Malt as a chaser. It did me no good. 
If there had been any United Drug in the 
place I would have taken it, but there 
wasn’t, and so I paced the old Crex Car- 
pet for an hour, and then tried counting 
the sheep in the Goldwyn Pictures on the 
wall. 

This brought no results, and yet Howe 
Sound a sleeper I used to be! The crack- 
ing of the pipes in the American Radiator 
upset me further and I flung myself into 
a rocker in despair. I sat down so heavily 
that the rocker-leg broke. 
with some Marlin, and after that I was 
able to Rockwell. I rocked myself into a 
slumber, but one of those early morning 
quartettes stopped in the street below and 
started to howl that old ditty about Mother 
McCree: or Mother Lode or something of 
that sort. I flung down an Owen’s Bottle, 
an Illinois Brick, and some over-ripe 
United Fruit, and am sure one Singer was 
struck. The others, I guess, were able to 
Dodge. My action was excusable for I 
could not Barrett another second! (*+ 
1! !—Ed.) 


* * * 


E VENTUALLY sleep came to me.and I 

did not awaken until the first Gray 
(and Davis) of the coming dawn. I got 
up early and bathed, shaving with my good 
old American Safety Razor, but found 
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I bound it up” 


By H. I. PHILLIPS 


I was out of talcum powder and had to 
use some Atlas and National Baking 
Powder in the pinch. 

All of which refreshed me much and I 
hopped into my American Woolen(s), 
donned my Manhattan Shirt, Cluett & 
Peabody collar, National Suit, Durham 
Hosiery, Central Leather shoes, and left 
for the daily grind of the Wall Street 
broker. I stopped at a Childs Co. restau- 
rant for breakfast, eating very lightly. 
A beaker of Borden’s, some Atlantic 
Fruit, a little Booth Fish, some Jewel or 
Acme Tea (I do not recall just which), 
some Loose-Wiles Biscuit—all Certain- 
teed Products, of course—and a glass of 
National Ice water sufficed, after which I 
hustled to the General Motors garage. - 

At present I drive a Stutz—it’s a high 
flier. A Pierce-Arrow, a Studebaker, a 
Maxwell, a Saxon, a Hupmobile and a 
White have all been mine in bygone days, 
but I prefer this car. I have had a 
Stromberg Carburetor put on and it seems 
to give her Colorado Power. 

I elected to drive downtown via Broad- 
way, which was very stupid as the traffic 
is decidedly congested, but the fact that it 
is such a wi . street, General 
Asphalt, I believe, msuuenced me. Terrible 
trip, though! The brains of the traffic 
police, I am convinced, are entirely Under 
Wood. One officer in particular struck me 
as most offensive and I said something 
about his being a Butte Copper as I passed. 
There was considerable Air Reduction as 
he expressed his opinion of me, hurling a 
few verbal Aetna Explosives. 

Still, one who travels to business by 
motor escapes the Allied Packing of Man- 
hattan Transportation, via the Brooklyn 
Rapid Transit or the Interborough. 

* * * 


FINALLY reached the office about 
noon, stopped for a Coca Cola, ran over 
to the United Cigar Stores for a few 
American Tobacco cigars and a Diamond 
Match, and then was bumped by a drunken 
fellow who proceeded to abuse me. 1 found 
out that he was a worker called Mexican 
Pete, who had just been fired from a job 
on a new skyscraper excavation and was 
shouting that he would take his case to the 
Union. A sort of Union Tank, I thought 
him. (Don’t shoot, boys; the poor devil 
is punning !—Ed.) 
Well, I hurried into the office and dic- 
tated a few letters to Miss Florence Gold- 
field, my Remington stenographer. She is 


much better than Hattie Gold, the young 
woman from Kerr Lake, who formerly had 
the place. But she is forever chewing 
gum (a regular devotee of the American 
Chicle Co.) or munching Continental 
Candy. 

She is rather a Deere of a girl, seem- 
ingly always in a state of Bliss. But I 
suspect she has vampirish inclinations, as 
I caught her making eyes at my son, who 
is just out of college and starting with the 
firm. I shall keep him out of my office lest 
I find the girl in the young Colt’s Arms 
some day! 

The lad is rather a problem. I am half 
inclined to send him out to see the world, 
American Cities Preferred, but also a so- 
journ in Europe, of course. An American 
tour can’t possibly give a lad that variety 
of experience so essential, but a Continental 
Can. 

But enough of this aside stuff. One 
o’clock came quickly and the business of 
lunching held up further correspondence. 
At two o’clock I recalled an appointment 
with the Otis Elevator people for 2:30 at 
the Bush Terminal. Realizing that it 
would be impossible for me to keep it, as 
I had to attend a conference at that hour 
with reference to a big New York Dock 
proposition, I tried to get the Otis people 
on the American Telephone, but couldn’t 
get a connection. Central seemed abso- 
lutely asleep. There is no central like a 
New York Central, I believe. (Right!— 
Ed.) Finally I decided to send a mes- 
senger with a note. Some American Writ- 
ing Paper, a U. S. Envelope, and the thing 
was done. 

* * * 


BEFORE I realized it, it was four o’clock 

and I had accomplished practically 
nothing. I’m rather disgusted with the 
whole business. I think I’ll go away for a 
rest. A trip to Boston and Maine, via the 
New Haven Road for a starter, perhaps; 
and then by motor to Chicago, Milwaukee 
& St. Paul. 

It might be a good idea to cross to 
Canada on the Canadian Pacific, thus 
avoiding all difficulties in obtaining Ameri- 
can Spirits. Or I might do a little Inde- 
pendent Brewing before starting. No 
Bevo, lemonade or Associated Dry Goods 
for mine! 

Heigho! another day has.ended. I'll go 
home, put in the evening looking over 
the papers and So(cony) to bed, as my 
friend Pepys would say. 
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FACT NO. 3—Proving that 
The Magazine of Wali Street 

has a national circulation. 
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A National Circulation 
Concentrated in the Industrial Centres 
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BECAUSE of the nature of our publications, which deals in a non-technical way on investment and business con- 
ditions with the idea of “Financial Independence at Fifty,” our magazine appeals to successful men in every 
line of endeavor. 


It is not a “local” paper as the name Wall Street might suggest to those unacquainted with the real work of the 
financial district; it is as national in scope as the financial operations of the Street itself. 


The Magazine of Wall Street not only covers the security markets, but also banking, business, credits and money 
conditions as applied to each man’s individual business. 


It is for this reason that we are listed as a general publication by the A. B. C. Audit Bureau. 
Let us tell you or your advertising agent more about how this Magazine will help your sales. 


It will cost you less than 2c per line per 1000 subscribers 
for a national circulation among successful business men. 
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THE SCIENTIFIC 
SELECTION OF INVESTMENTS 


What the Associate Members of 
The RICHARD D. WYCKOFF ANALYTICAL STAFF 


Are Now Receiving 


N initial survey of present holdings, with advice as to advantage of 
holding, selling or exchanging for other securities. 


Monthly examination and report on securities held, including those bought 


on our recommendation. 


Reports covering our investigation of industries, indicating which are in a 
favorable or unfavorable position for investment purchases. 


Selections of the first, second and third best securities in each industry. 


Directions covering purchase and sale of the selected securities in such a way 


as to mark down the cost. 


Method of distributing risk by control of amount invested in each industry 


and security. 
Telegraphic and mail advices on special opportunities. 


Advices of Hedging and Arbitrage operations which yield substantial profits 
with little risk. 


Bulletin service covering news developments on securities held. 
Investment Letter and Individual Wire Service without extra charge. 


Consultations by wire or mail regarding Trend, Technical Investment Situa- 
D> 


tion, and other matters relating to securities. 


Combined judgment of Members of the Executive Board, backed by Re- 
search, Engineering, Statistical and Technical work of the Staff. 


THE RICHARD D. WYCKOFF 
ANALYTICAL STAFF 


42 Broadway New York 
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Prospects of Leading Industries as Seen by Our Trade Observer 





Railroads 











Current Earnings 


ARLY reports on September traffic 
are not-.complete enough to indi- 
cate the effect of increased rates on 

the amount of tonnage hauled. From the 
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reports available, however, it is shown 
that September traffic was about the same 
as for the same month last year. On the 
other hand, August traffic far exceeded 
that of August, 1919. Relatively speak- 
ing, therefore, September tonnage showed 
a decline from August tonnage. It is 
well to remember, however, that August 
was a big month for shipments owing to 
the fact that shippers crowded as much 
freight as they could “through the gate” 
before August 26, in order to take ad- 
vantage of the old rates. This was an 
abnormal situation and no comparisons 
or conclusions are justifiable, therefore, 
with the seeming decline in freight traffic 
for September. 

Notwithstanding the abatement in 
freight traffic, it is pretty well indicated 
from September figures that the roads 
will derive full advantage from the new 
rates in subsequent months. Satisfactory 
gains in revenue were produced all 
around, especially in the eastern district. 
Freight revenue shows increases running 
from 33% to above 40%. In the eastern 
district the increases were 40% on traffic 
within the region, and 33%% on traffic 
moving into and out of the region. 

The month of October, very probably, 
will show some excellent results for the 
carriers, as a whole. This is the biggest 
traffic month of the year. It may be 
argued that if September, with its smaller 
traffic, was able to produce good revenues 
for the carriers, October will do propor- 
tionately_ better. 

The big point at issue is whether the 
higher rates will serve to reduce traffic 
over the long pull. It is our confident 
opinion that, so far as passenger traffic is 
concerned, the higher rates will probably 
have a negligible effect. The American 
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public is addicted to travel and present 
costs of traveling are not high enough, in 
spite of their increase, to deter many from 
indulging themselves. 

As to freight revenues, they will depend, 
of course, upon the agricultural and in- 
dustrial activity of the country. On the 
agricultural side there is no room for 
discussion, as the necessities will be 
moved, almost regardless of transporta- 
tion costs. On the industrial side, how- 
ever, it is patent that. the depression 
which has already set in cannot help but 
eventually affect traffic and thereby rev- 
enue. Nevertheless, even if over a long 
period there is a falling off in industrial 
activity, this would be at least partially 
offset, so far as the carriers are con- 
cerned, by the higher rates now in effect. 
With reference to revenue, therefore, the 
position of the railroads must be con- 
ceded to be greatly improved, even in the 
event of a normal reaction in business 
activity. 





THE average investor has neither the 
time nor the opportunity to follow 
developments in the various industries, 
although such developments at times 
are of vital importance in the considera- 
tion of the long range prospects for 
securities. This department will sum- 
marize and comment upon the tenden- 
cies in the more important trades as 
expressed in the authoritative 
uliiteatiens and by recognized readers 
in the various industries. As the gen- 
eral tendency in a given trade is but one 
of the many factors affecting the price 
of securities representing that industry, 
the reader should not regard these trade 
tendencies alone as the basis for invest- 
ment commitments, but merely as one 
of many factors to be considered before 
arriving at a conclusion. 











Roads which depend upon securing 
funds from the revolving fund for the pur- 
chase of new equipment are being. de- 
layed by the slowness with which certifi- 
cates of loans from this fund have been 
made. The revolving fund was established 
to aid those companies which desired such 
aid in the matter of financing equipment 
purchase and the fact that the process 
has been delayed has caused serious in- 
convenience, especially to roads unable to 
finance themselves otherwise. 

It is important to note that under the 
more experienced management of the 
veteran railroad executives, the efficiency 
of labor is slowly rising to a satisfactory 
point. On the technical side, also, greater 
efficiency is being maintained, and in 
general the carriers are in an improving 
position so far as operations are con- 
cerned. 





Oil 








Industry in Healthy Condition 


ONE of the most interesting phases of 
the oil situation as we see it is the in- 
creasing volume of imports from Mexico. 


* lower prices in the near future. 


In August more than 10,000,000 barrels 
were imported, which is the largest a:nount 
in any month in any year. The South- 
west, for the first time in a considerable 
period, is paying critical attention to the 
influx from Mexico. But we can find 
nothing in the situation to cause alarm. 
The Mexican oil industry is practically 
in the hands of American companies, and 
the latter would scarcely jeopardize the 
prosperity of the United States oil fields, 
from which they derive most of their oil, 
by flooding the market with the cheaper 
Mexican crude. Nevertheless, the in- 
creasing Mexican importations will tend 
to prevent an increase in the price of the 
domestic variety. 

Domestic production increased to over 
39,000,000 barrels in August. This is an 
increase of about 800,000 barrels over the 
amount produced in the previous month. 
The trend of production thus continues 
upward. Total stocks on hand, including 
Mexican importations, are approximately 
100,000,000 barrels which is a ten weeks’ 
supply. 
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The situation would appear to be one 
of matched production and consumption 
with a tendency toward over-production. 
It is to be remembered, however, that in 
spite of increased production there is only 
that ten weeks’ supply on hand, thus in- 
dicating that the demand for oil continues 
very strong. While the situation has def- 
initely passed out of the shortage stage, 
the margin between supply and demand is 
not great enough to warrant the belief 
that the commodity will veer toward 
The in- 
dustry is stabilized and appears to us to 
e in a healthy, prosperous condition. 

The attractions of high prices are still 
great enough to induce many new com- 
panies to enter the field. In August, 103 
new. companies incorporated with a capi- 
talization of $118,370,000, which repre- 
sents a slight increase over July figures. 
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Today 
More Than 


Ever 


buyers look for bargains 
in all commodities. In- 
vestors who look for un- 
usual values in high grade 
bonds have an opportun- 
ity in: 

The first mortgage 
bonds of one of the lar- 
gest, oldest and most suc- 
cessful corporations in 
this country, engaged in 
the production of a staple 
commodity of universal, 
every-day consumption. 

These bonds were sold 
to investors at prices to 
yield 734% for all maturi- 
ties, one to ten years. We 
have purchased a block 
and offer the few bonds 
remaining at 


PRICES TO YIELD 
8%4% as follows: 


Bonds maturing 
1921—all sold. 
1922—all sold. 
1923—96% and Int. 
1924—all sold. 
1925—all sold. 
1926—94% and Int. 
1927—93% and Int. 
1928—92% and Int. 
1929—92% and Int. 
1930—9156 and Int. 


Because of the limited 
amounts available ($1,000 
denominations only), we 
advise that you telegraph 
us collect for full particu- 
lars, indicating maturity 
preferred. 


Ask for Bond “M” 


Robert C. Mayer & Co, 


Investment Bankers 


Equitable Bldg. 
Hew York 


Tel. Rector 6770 




















Nevertheless the situation, in this respect 
is considerably different from that of last 
year, Thus in August of 1919, though the 
number of new incorporations was exactly 
the same as in August of 1920, the amount 
of invested capital in the new projects 
was approximately 40% greater. As a 
matter of fact, total capitalizations for 
each month since April, 1920, fell far be- 
low the figures for the corresponding 
months last year. In the period, January- 
August, 1919, there were 997 companies 
formed with a total capitalization of $1,- 
587,917,000, while in January-August, 1920, 
there were 1,335 new companies formed 
with a capitalization of $1,778,876,000. In 
other words, although the number of new 
companies increased by about 35%, capi- 
talization increased by only 12%. This 
suggests to us that the concerns which 
are being launched at present do not 
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approach in size those of last year, 
and concomitantly that they will be in 
a less favorable position to withstand 
a depression in the industry should it 
come. 

Prices for crude oil are holding firm. 
The adjustment of prices to conform with 
the advance in freight rates has taken 
place without any serious disturbance ex- 
cept, possibly, in the Mid-Continent field 
where refiners must absorb the advance 
in freight rates or else pass it on to the 
producer. The latter, it is argued, must 
reduce his prices for crude or else close 
down, In all other sections of the coun- 
try, however, the adjustment, has taken 
place smoothly. 

The lubricant section of the market is 
slowly approaching normal. For five 
years lubricants have been in an abnormal 
condition. As recently as a few months 
ago consumers of lubricants virtually had 


to beg for the commodity. Today we find 
the supply freer, though by no means 
what could be called abundant. 

Kerosene, gasolene and fuel oil are all 
easy in varying degrees. Fuel oil, espe- 
cially, is in good supply, though this is not 
entirely due to the increase of imports 
from Mexico. A number of manufactur- 
ing plants hitherto using fuel oil have shut 
down owing to trade conditions, and we 
see in this the cause of a larger supply 
than would have existed under other con- 
ditions. 

Gasolene is in active demand, but mar- 
keting conditions are successfully meeting 
consumers’ requirements. The approach- 
ing winter season, however, will doubtless 
see less need for gasolene for automobile 
purposes, and this may result in a mild 
shading of prices. 

The oil industry on the whole is in good 
shape and has little to fear from the de- 
flationary process going on in other mar- 
kets always providing, of course, that pro- 
ducers do not make the same mistake that 
producers of other commodities made, and 
pile up a surplus out of proportion to the 
immediately potential demand. So far 
production has not outstripped consump- 
tion, and we see only a bare possibility 
that a change in this respect will develop 
even in the distant future. 
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Transportation Conditions Improved 


ROM various sources it appears that 

the bituminous coal situation is greatly 
improved. During the week of Sept, 25, 
11,817,000 tons were produced, which was 
slightly in excess of the amount turned 
out during the preceding week. And this 
amount, in turn, exceeded the amount pro- 
duced in the week before. Since the be- 
ginning of the year the output has been 
392,747,000 tons, an increase of more than 
50,000,000 tons over the same period last 
year. 

Recent improvement in bituminous coal 
production is accompanied by freer car 
movements, as shown by the attached 
graph. Thus daily loadings on Sept. 24 
were 100% normal as based on the pre- 
strike weeks of Aug. 14 and 28. Since 
Sept. 22 daily car loadings have been well 
up above 95%. Anthracite shipments have 
also improved since the “vacation” strike, 

Shipments have been forwarded with 
very little delay, and it is reported that 
a very large surplus of bituminous coal 
is being piled up. According to official 
sources, a reserve of 40,000,000 tons is 
beginning to accumulate in the bins of 
domestic consumers, manufacturing plants 
and public utility plants throughout the 
country. It would thus appear that the 
regular operation of factories, street cars 
and lighting systems will not be threat- 
ened this winter by a coal shortage. 

From the above combination of circum- 
stances we can foresee only one result, 
and that is lower prices for bituminous 
coal. According to well-informed quar- 
ters lower prices for bituminous are in 
almost immediate prospect, an opinion to 
which we feel the situation warrants us 
to subscribe, 

- The situation with respect to anthracite 
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coal is not so clear. The “vacation” 
strike retarded progress somewhat, and it 
will take a few weeks of unremitting ef- 
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fort to bring the supply up to satisfactory 
proportions. Nevertheless it is noticeable 
that production has increased and with 
labor in a more tractable frame of mind, 
we can find no warrant for the shortage 
which it was recently expected would oc- 
cur in this commodity this winter. 

The margin of safety, however, is not 
very great, and with demand and produc- 
tion running a close race, it is difficult to 
see how there can be any price reductions, 
at least for the immediate future. Later 
on, should the anthracite situation round 
into shape as did the bituminous situation, 
it is very possible that the drift towards 
lower prices will be followed by hard 
coal. 
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Is Re-adjustment at Hand? 


BYEstsS within the past two weeks in 
the steel market clearly point to a 
renewal of competitive conditions‘in the 
not far distant future. Some of the small- 
er manufacturers already display a ten- 
dency toward competition. In the case of 
some steel products, prices were lowered 
to meet the demands of consumers who 
were not willing to pay the prevailing 
rates. It is noticeable that although the 
concessions offered were of a more or less 
substantial character, buyers held off in 
the hope of further reductions. This situ- 
ation is particularly true of semi-finished 
products. 

While the reductions in steel prices 
were not radical enough to be called 
significant, they are at least suggestive. 
The question is whether the movement 
will not become more or less general 
among the so-called independents. A clue 
to the situation, perhaps, can be found in 
the fact that export demand is steadily fall- 
ing off. Hitherto, mills have been setting 
aside as high as 20% for foreign con- 
sumption, but the demand from abroad is 
too inactive to absorb any such amount. 
Manufacturers, therefore, are beginning to 
depend more upon the domestic demand. 
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“ 


first Principles 
of Investments 


Wis the highly diversified types of investments 
offered to-day, it is becoming increasingly difficult for 


the average investor to determine which would most ad- 
vantageously fit his individual requirements; which would 


best safeguard his interests. 


Unless the investor can differen- 
tiate between the values of the 
many kinds of stocks and bonds; 
—unless he selects his invest- 
ments with absolute and definite 
knowledge of what each form of 


investment may mean to him; 
unless he can compare to his own 
satisfaction the various plans pre- 
sented in the issues offered, he is 
likely to miss many splendid op- 
portunities for safety and profit. 


“Tirst Principles 
Safe Profitable Investments ” 


This Booklet will help you 


It is intended to afford a general 
idea of stocks and bonds to those 
who cannot give the time to 
study them, and analyzes the first 


principles of investments in an 


easily understandable manner. 
It enables the reader to interpret 
the terms of all offerings that 
may be presented to him and is 
a guide to the selection of 


SAFE, PROFITABLE INVESTMENTS 





We shall be glad to forward this Booklet to those investors who feel that it will 





ke of service to them. 





FRAZIER & ©. 
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Philadelphia, Pa. 


65 Broadway 927 15th St., N. W. 19 South St. 
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Developers of Latent Earnings 


“We have made 400% 
The First Year 
On Our Investment 


in your services,” said a prominent industrial client of ours. 
This is not an isolated case, but the unvarying experience 
of those we have served during the quarter century of our 
public service. 

The reason for this is our policy of not undertaking a com- 


mission unless, after a preliminary survey, we are convinced 
that we can save you many times the amount of our fees. 





Discuss your industrial problems with us—no obligation 


to you. 
OUR BOOKLETS 


“MUST EARNINGS DIMINISH?” 
“COSTS—AND THEIR FALLACIES” 
WILL BE MAILED ON REQUEST TO EXECUTIVES 


GERARD, GRAHAM & CO. 


Industrial Engineers 
“Developers of Latent Earnings” 
202 SO. STATE STREET CHICAGO, ILL. 
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The word “over-production” is not yet 
mentioned in connection with the steel in- 
dustry, except very softly. There can be 
no question, however, that production is 
going on at a very active rate, and that in 
some cases the demand shows a tendency 
to ease. This combination of factors gives 
certain branches of the market a definite 
semblance of weakness. This is signifi- 
cant, as it is practically the first time in 
nearly two years that it has occurred. 

It is too early, however, to speak of a 
general decline in steel prices. The high 
cost of fuel and pig iron would seem to 
militate against such a development. It 
is true that pig iron has shown a recent 
tendency toward softness, but coke prices 


remain very high, and as long as they do 
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pig iron prices cannot recede much. This 
situation will continue as long as the ex- 
port demand for coke maintains its pres- 
ent strength, and it is likely to do so for 
several months longer. 

For the immediate present there is no 
reason to believe that the industry will not 
continue in a healthy condition. The 
mills, speaking generally, have enough 
orders to keep them busy for a number 
of months to come. But it is with refer- 
ence to the long distance prospect that 
some doubt has begun to creep in. If the 
price reductions already noted are to be 
taken as an important indication they 
would seem to signify that eventually the 
steel industry, too, will enter upon a less 
active stage. 
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Deflation Continues 


Pur sugar market, virtually, is in a 
demoralized condition. It is com- 
pletely a buyer’s market. Holders of raws, 
discouraged over the surprising turn in 
the market, rather than offering to unwill- 
ing buyers, are selling on the best terms 
they can get. With lower prices appar- 
ently in store, refiners are holding off. 
Producers of the raw commodity who 
were unable to sell when the market was 
at much higher levels and who are now 
burdened with excess supplies are in a 
very unfavorable position. 
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teel in- One of the most discouraging features 
can be of the situation to the refiners is the con- 
tion is tinued pressure of offerings of second- 
that in hand sugar. The demand for these offer- 
ndency ings is not large enough to clean up the 
5 Bives market and place the refiners in a posi- 
lefinite tion to again do business. 

It is interesting to note that certain 
ed. European producers of sugar will have a 
: of a surplus for export. Czecho-Slovakia, Po- 
» high land, Holland and Belgium will probably 
=m to have a surplus of 600,000 tons left over to 
t. It meet the lessened Production of France, 
recent Germany and Russia. 

prices The domestic beet crop looks to us as 
ey do f it would be the largest in history. View- 





ng the situation broadly, the conclusion 
is unavoidable that producers vastly over- 
estimated the demand and that, as a conse- 
quence, they are caught in a market 
which may render their operations un- 
profitable. 

The general sugar situation certainly 
appears to be one of over-production. 
Plenty of new sugar is available, and sup- 
plies in this country are much larger than 
zenerally supposed. The supply available 
for distribution for the period Sept. 1 to 
Dec. 31, as estimated by a competent au- 
thority, is 1,541,180 tons, as compared with 
1,189,352 tons in the same period of 1919 
and 886,112 tons in the same period of 
1918. 


There is very little European demand 
for sugar. While there is no over-pro- 
duction, so far as Europe as a whole is 
concerned, it appears that there are suffi- 
cient stocks on hand to meet current re- 
quirements. 
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What amounts to practically shutting 
off export trade, added to the drop in de- 
mand in this country, gives a very un- 












his 
*X- favorable aspect to the prospects of both 
es- producers and refiners. An important 
for fact to notice is that the preserving sea- 
son is about closed and that preservers 
no have already had their requirements 
‘ot filled. Whatever outlet is left, therefore, 
he is the individual consumer and he, or 
zh rather she, still persists in minimizing re- 
er quirements. 
a Prices of refined sugar do not appear 
at to us to have halted their downward tend- 
1e ency. While several refiners are still 
re maintaining their price of 14 cents a 
y pound, one of the bigger concerns has 
le already reduced this to 11 cents, which is 
s the lowest price quoted since the termina- 





tion of Federal control. Some dealers 
anticipate a price of 10 cents within the 
near future. In the light of very recent 
events in the market, we consider a price 
of 10 cents a very likely probability. 








Cotton 











Uncertain Future 


[NDICATIONS are that the cotton crop 
will range about 12,000,000 bales. This 
is a 6% reduction from estimates of a 
few weeks ago. With weather condi- 
tions unfavorable, owing to possibilities 
of frost, it is quite possible that even cur- 
rent estimates may have to be reduced. 
Crop conditions have been well under- 
stood. Yet, in spite of the smaller crop 
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(GUARANTY COMPANY 
OF NEW YORK 


140 BROADWAY, NEW YORK 


ANNOUNCES that it has taken over the business here- 
tofore conducted by the Bond Department of the 
Guaranty Trust Company of New York. 


This separation of the activities of the Guaranty 
Trust Company is one of corporate organization 
only. The Guaranty Trust Company owns the entire 
capital stock of the GUARANTY COMPANY. The 
officers of the GUARANTY COMPANY were formerly 
associated with the Guaranty Trust Company, and 
the board of directors is composed of present and 
former officers of the Guaranty Trust Company. 


The character of business, nanagement, and policy 
of the GUARANTY COMPANY of New York will be 
identical with that of its predecessor, the Bond De- 
partment of the Guaranty Trust Company, and the 
new company will have the full cooperation of the 
parent organization. 
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S The productive use of funds is without doubt the 
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most important of all business undertakings. 


Sound knowledge and definite information is the 
foundation of careful investment. 


wn WANN 


The Booklet of Securities, comprising over 
250 pages, contains definite and up-to-date 
information on all active securities. 


Write for MW-016 “Booklet of Securities’ 


Whitney & Elwell 


Members New York and Boston Stock Exchanges 
30 State Street, Boston 9, Mass. 
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short term investment 
Gas Securities 
Company 


8% Two Year Secured 
Gold Notes 


Price 98 and Interest 
Yielding over 9% 


Circular “S-23” on request 


Henry L. Doherty 
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attractive New 
England Preferred 
Stocks are described 
in our Current Bul- 
letin. 











These selected issues 
are free from wide 
fluctuations in price and 
are particularly desir- 
able for discriminating 
investors and yield 


6 2/3 to 8% 


Write today for 
Bulletin MW-357 


Hollister, 
White & Go. 
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Boston 
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outlook, cotton prices have steadily de- 
clined. The answer is to be found in the 
general deflationary movement which has 
developed with such rapidity in all com- 
modity markets. 

The cotton situation must be regarded 
broadly. Prices cannot move independ- 
ently of world-wide economic conditions. 
The general tendency toward lower prices 
throughout the world is too big a barrier 
to permit an extensive advance in cotton 
prices. Whatever advances there are will, 
we believe, be due mostly to technical con- 
ditions within the market itself. 

The question has arisen whether it is 
any longer profitable for farmers to pro- 
duce cotton on a selling basis of 20 cents. 
Our belief is that even with picking costs 
at 6 cents a pound, producers will be able 
to continue their operations profitably. 
The trouble is that the cotton growing 
sections are obsessed with the notion that 
war-time prices should be carried over 
into peace times. 

At any rate, the situation is beyond the 
control of the farmers, and if the public 
refuses to buy the finished goods at high 
prices, the farmers will have to accept the 
newer conditions or curtail production. 

That cotton prices can have a sustained 
advance at this time seems to us most 
improbable. The fact is that this is the 
season when cotton is pressed for sale in 
increasing quantities. A permanent ad- 
vance therefore is unlikely. The present 
situation appears likely to prevail for two 
or three months, until the bulk of near- 
by receipts obtain a permanent resting 
place. 

From a strictly market viewpoint, how- 
ever, it will not do to become too bear- 
ish on cotton. The commodity has had a 
very extensive decline, and in the opinion 
of more than one competent observer it 
has accomplished all that can be expected 
in the immediate future in the way of de- 
flation. There are several bullish factors: 
One is the short crop and the other is a 
tendency toward greater export demand. 
The latter, however, has not attained suf- 
ficient dimensions to be considered a vital 
factor. Later on it may amount to some- 
thing. At any rate it will be worth watch- 
ing. 

One of the most compelling causes of 
the lack of demand for cotton is that re- 
tailers insist on extracting high prices. 
Manufacturers and jobbers offer conces- 
sions in vain as the retailers follow the 
short-sighted policy of waiting to sell 
their old goods at high prices before they 
replenish their stocks. Should the retail- 
ers change their policy, it would be a de- 
cidedly bullish factor, as it would result 
in a renewed demand, reaching through 
all interest connected with the industry. 
Until the retailers’ policy is changed, how- 
ever, no marked improvement can be ex- 
pected. 

The cotton market has gone through 
very drastic readjustment and is now 
facing a critical period. In the face of 
world-wide economic conditions it looks 
as if the best that the commodity can do 
is to maintain its present level. For the 
present, it probably has done all that can 
be expected in the way of discounting the 
situation, but the scales are so delicately 
balanced that a renewed deflationary 
movement would not be without the 
bounds of probability. 
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Depressing Outlook 


HE tire business, which has been com- 

paratively lifeless for some time, 
shows signs of activity, but in a manner 
not calculated to hearten the manufactur- 
ers. Definite signs of deflation are pres- 
ent. The recent reductions in automobile 
prices did not help matters any, and it is 
generally conceded that tire manufactur- 
ers will be compelled to follow suit. 

The fundamental cause of the depres- 
sion in the industry is over-production. 
According to some authorities there is an 
over-production this year of at least 
8,000,000 tires. The manufacturers have 
had unfortunate weather conditions to 
contend with. The severe weather of last 
winter tied up many thousands of cars for 
weeks. The unusually cool weather con- 
ditions obtaining last summer also added 
to the life of the tires. Finally, tires, par- 
ticularly cords, yield greater mileage than 
a year ago. This unfavorable combina- 
tion of factors succeeded in piling up a 
formidable surplus. 

With the huge surplus on hand, it seems 
highly improbable that tire prices can be 
maintained around present levels much 
longer. A number of companies are tied 
up with very large inventories and a gen- 
eral price cutting of tires would appear to 
be in almost immediate prospect. 

Other departments of the rubber mar- 
ket are faring much better, particularly 
mechanical rubber goods. Conditions in 
this trade are improving regularly and 
manufacturers feel optimistic. Railroads 
are more active in placing orders for air- 
brake hose and steam hose, and several 
large orders have been reported. 

A fair amount of export business in 
hard rubber products has developed, 
particularly with reference to Scandinavian 
and South American countries. These 
territories are supplying American man- 
ufacturers with promising markets, ow- 
ing to the falling off in imports from 
countries like Germany and Austria 
which formerly filled the demand. 

The crude rubber market continues 
weak. Little buying is being done, and 
the volume of business in such articles as 
mechanical rubber and the vulcanized va- 
riety hardly offsets the loss of business in 
the tire department. It is felt that no 
real improvement in crude rubber can take 
place until retailers place larger orders 
for tires. As there is small likelihood of 
this happening in the near future, it is 
not difficult to estimate the trend of the 
raw product. 

It begins to appear that those compa- 
nies manufacturing tires only, are in for 
a period of readjustment in conformity 
with the poorer outlook for the automo- 
bile industry. A drop in automobile pro- 
duction which is already under way can- 
not help but affect the tire industry. The 
present surplus of 8,000,000 tires is dead- 
weight, in view of the reduced demand. 
Generally speaking, the future promises a 
rather embarrassing time for those com- 
panies that have not already provided for 
the present contingency. The larger com- 
panies, however, especially those that are 
able to make adequate financing arrange- 
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ments, will no doubt manage to maintain 
a strong position until the situation has 
become more normal. 





LIBERTY BONDS ON THE 
UPGRADE 
(Continued from page 821.) 











ter placed, and while there will always be 
an active market, it is doubtful if sales 
will ordinarily run as high as they have 
lately, when about $50,000,000 a week have 
changed hands on the Stock Exchange 
alone. 


Desirable Features of Libertys 


Liberty Bonds are an especially desir- 
able form of security to hold in a read- 
justment period. It is a thoroughly dem- 
onstrated fact that falling commodity 
prices and business depression release 
funds, lower interest rates and thereby 
improve the quotations for securities bear- 
ing a fixed return, as a class. It is equally 
true, however, that a period of business 
uncertainty alters margins of profit and 
affects the investment status of corporate 
securities all the way from a negligible to 
a highly important degree. 

The only class of security which is ab- 
solutely unaffected ‘by general conditions, 
other than in price, is that which rests 
upon the power of taxation, as do the Lib- 
ertys. Thus, these bonds combine the op- 
portunity for taking advantage of the in- 
dicated improvement in interest rates with 
the assurance that their trend will be ab- 
solutely undisturbed by other conditions. 

While the foregoing is true, in the main, 
of the highest grade corporate securities, 
the rule does not hold good with quite the 
same exactness as with the obligations of 
a strong, thoroughly solvent nation. 


The one great argument against the 
Liberty Loans is the absence of any very 
long maturity. The optional dates make 
it possible that the longest issue will be 
the Fourth 4%s, optional October 15, 
1933. In Table IV. is shown the appre- 
ciation required to place this issue on a 
4.25% basis in 1925 as compared with that 
required to place a fifty year 4% bond, 
now taken as selling upon the same basis 
as the Liberty issue on a 4.25% basis in 
1925. 

Table IV. is, of course, merely a con- 
crete illustration of the argument for buy- 
ing long time bonds in a period of high 
money rates. There is this to be said 
about the optional date Liberty Bonds, 
however. If they are called for payment, 
the yield will amount to 5.65% on the 
Fourth Loan, and to 6.45% on the Second 
Loan, bought at present prices. 





Cities Service Co. 


Through a typographical error, the 
earnings of the Cities Service Co. for 
1918 and 1919 and the “earned last year 
on recent price” figures appeared as 
deficits in our last Public Utility Indi- 
cator when, as a matter of fact, these 
should have appeared as credit items. 

The Cities Service Co. in 1918 earned 
net for common stocks and reserves a 
total of $17,451,727; in 1919, this figure 
amounted to $13,135,590. 


for OCTOBER 16, 1920 


Wanted! 


People who are tired of putting money into 
oil wells on the strength of a blue print, to in- 
vest in a security, paying 6%, guaranteed as 
to interest and principal, backed by first- 
mortgages on income-earning New York real 
estate, and sponsored by a Board of Directors 
familiar with realty conditions and versed in 
realty values. 





We have prepared a booklet describing Pru- 
dence-Bonds in detail, which we will send 
without any obligation to you. 


We pay the 4% Normal Federal Income Tax 


Ask for Booklet M. W.-73 


‘Realty Associates 


Investment Corporation 
31 Nassau St..New York —~16? Remsen St. Brooklyn 


Denominations of $100, $500 and Sio000 
yy Tust C y of New York, Trustee of This Issue 
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“Any industrial progress lies in the ability to measure.” 


THE BEDAUX 
POINT SYSTEM 


of Industrial Measurement is to Industry that which the C G S 
system is to Science, and the wonders operated through the use of 
both are comparable. 


The results obtained by the Bedaux Point System of Industrial 
Measurement are: 


Protective Remuneration 
Capacity of Workman and Department Expressed 
in Uniform Unit: “The Point” 

Logical Apportionment of Overhead 
Comparison Between Standard and Actual Costs 
Scientific Planning and Scheduling 
Scientific Control of Material in Relation to Labor 


The Chas. E. Bedaux Company 
INDUSTRIAL ENGINEERS 
4500 EUCLID AVENUE CLEVELAND, OHIO 


























CERTIFIED 
SECURITIES 


Our Guaranteed First Mortgages are like 
certified checks, secured by the property of 
the man who makes them and then Guaran- 
teed by a great financial institution. 


They Are Safe 


Since the development of this form of investment 
more than $2,000,000,000 in Guaranteed Mortgages 
have been sold in New York City alone. Yet no 
purchaser has ever lost one dollar. Buy them for 
safety and a 534% guaranteed return. 


Guaranteed First Mortgage Certificates from 
$100 up. 


Send for Booklet M 


NEW YORK 
TITLE & MORTGAGE 
COMPANY 


203 Montague St. 
New York Brooklyn 
375 Fulton St. Bridge Plaza 
Jamaica L. I. City 


135 Broadway 





























WHITEHOUSE & CO. 


ESTABLISHED 1828 


Members New York Stock Exchange 


111 BROADWAY 
NEW YORK 


TELEPHONE RECTOR 3380 








Brooklyn, N. Y. 
186 Remsen St. 


Baltimore, Md. 
Keyser Building 














PAPER PROFITS THAT ARE 
PROFITS 
(Continued from page 835) 











is the added worth of various water 
power rights largely undeveloped. There 
is no accurate way of translating the value 
of all of these holdings into a dollars and 
cents value, but they suggest that the capi- 
talization of the company is more than 
covered by real assets, which would give 
the common after deducting bonds and 
preferred at their full face worth a value 
of over $100 a share. 


Conclusions 

International Paper has outstanding 
$6,347,000 first and refunding sinking fund 
5% bonds, 1947, which are convertible, 
par for par, into 6% cumulative preferred, 
up until July 1, 1922. The permanently 
improved earning power of the company 
and the valuable assets represented by 
land and mill holdings are guarantee for 
the safety of these bonds. 

The position of the 6% preferred stock 
“stamped” is secure enough to warrant its 
recommendation as a reliable business- 
man’s investment. The “stamped” pre- 
ferred is that stock which accepted the 
settlement of 334% accumulated divi- 
dends in 1917. Less than 10% of the out- 
standing preferred is unstamped. 

While holders of the common have as 
yet received no dividends; they may de- 
rive considerable satisfaction from the 
better market position of their stock. 
Gauged by present earning power the 
shares are not particularly high, but as 
non-dividend payers they are high. As 
yet they have been subject to no special 
pressure, and as a speculation might be 
bought on weakness, on the theory that 
the permanent earning power of the com- 
pany will be substantially ahead of the 
pre-war record even though it may not 
equal the average of the past four years.— 
Union Bag & Paper, vol. 24, p. 34, Inter. 
Paper, vol. 25, p. 465. 





COMPANIES WHOSE SECURITIES 
ARE ANALYZED IN THIS ISSUE 


Industrials 


American Tobacco 

Atl. Gulf & W. I. S. S. Lines 

ey Ge. ice cis ss cccnstncctisseusis 833 

Cuba Cane Sugar 

International Paper 

Union Bag & Paper 

St. Maurice Bag & Paper 
Railroads 

Kansas City Southern 

St. Louis & Southwestern 

St. Louis-San Francisco 

Southern Railway 

Western Pacific 


Public Utilities 


Adams Express 
Detroit Edison 
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THREE GROUPS OF BONDS 
Long Price Possibilities 

We are submitting herewith our sug- 
gestions relative to a proposed invest- 
ment, giving first the Industrial Bond 
preference, next the High Grade Rails, 
and final six selections of other rails that 
present opportunities for good yields and 
yet are considered safe investments for 
business men. 


Industrial Bonds 


Bethlehem Steel Pur. 5s. 
. S. Rubber ist 5s Ref. 1947. 
Y. Dock 4%. 

Montana Power Ist 5s. 

N. Y. Tel. Ist 4s. 

Ohio Cities Gas 8% notes. 


High Grade Rails 


Western Pacific Ist 5s. 
Pere Marquette Ist 5s. 
Union Pacific 7s. 


Other Rails 

St. Louis & Southwestern Cons. 4s. 

Peoria Eastern 4s. 

Denver & Rio Grande Cons. 4%s. 

Col. & Southern 4%s. 

Hudson & Manhattan Ist 5s. 

c. Cc. C. & St. L. Deb. 4%s. 

We consider the Denver & Rio Grande 
4%4s the better purchase. The Rio 
Grande & Western Ist 4s are better se- 
cured than the col. 4s C. R. I. & P. we 
do not consider as desirable as St. Louis 
& Southwestern. New Orleans Terminal 
we do not like because its property is 
subject to inundation. 

As to Peoria & Eastern our railroad 
specialist considers them a good invest- 
ment. 





SEABOARD BONDS 
Three of Its Issues 

Seaboard Airline 1st 4s—A_ closed 
mortgage. Outstanding $12,775,000. A 
direct obligation of the company and 
secured by a direct mortgage on 2,485 
miles of road and appurtenances, securi- 
ties, equipments, etc. A first lien on 279 
miles of road, a second lien on 1,532 
miles of road, a third lien on 95 miles 
of road, a fourth lien on 574 miles of 
road. It is further’ secured by the de- 
posit of stock of four railroads to the 
amount of $795,000. Including those 
pledged, the bonds are outstanding at 
the rate of $16,000 per mile, subject to 
prior liens outstanding at the rate of 
$13,600 per mile on 2,205 miles. 

Seaboard Airline Adj. 5s. Authorized 
and outstanding $25,000,000. Secured on 
same mileage, security, and other prop- 
erty covered by the S. A. L. Ref. 4s of 
1959, but being a lien subsequent thereto. 
The mortgage securing this issue, pro- 
vides that it shall at all times cover all 
the property which now is, or hereafter 
shall be covered by the Refunding 4s, 
and that the lien of the latter shall at all 
times be superior to the lien of this 
mortgage as to any and all property, now 
or hereafter, subject to the lien hereof. 
This issue is also subject to the Ist and 
Consolidated 6s 1945, insofar as the in- 
terest on the latter is a fixed charge on 
the income of the company. 

Seaboard Airline Ist & cons. Mortgage 
Gold 6s, Series A. Authorized $300,000,- 


for OCTOBER 16, 1920 


000. Outstanding $27,273,500. A direct 
obligation. of the company, and secured 
upon 415 miles of road, appurtenances, 
securities, etc., and all other property of 
the company hereafter acquired from the 
proceeds of these bonds. Also secured 
by pledge, $30,507,000 of Seaboard Air- 
line Railway Ref. 4s-1949, mortgage se- 
curing this covers 3,047 miles. These Ist 
& Cons. 6s. will also be secured on all 
Refunding 4s hereafter issued. The 
bonds are a collateral participant lien on 
3,047 miles covered by the refunding 4s 
of 1959, through pledge of $30,507,000 of 
$50,511,000 outstanding. These Ist & 
Cons. 6s are subject to $49,437,000 Bonds, 
prior to Ref. 4s. This issue is prior to 
the Adjustment 5s 1949, insofar as the 
interest on these bonds is a fixed charge, 





INDIVIDUAL WIRE SERVICE 

Our Individual Wire Service was es- 
tablished in response to a wide demand 
for telegraphic advice on the trend of 
stocks. 

Those who need such advices are re- 
quay invited to join this ngw Ser- 

ice. 

The Department is under the direct 
supervision of our Mr. Wyckoff and 
suggestions receive his personal ap- 
proval. 

Subscribers have their holdings tabu- 
lated and their market action watched 
at all times. To such subscribers we 
telegraph within a few minutes when a 
definite ch in technical iti is 
indicated by wire or night ‘letter, as 
they may require, or as the occasion 
warrants. 

We also indicate favorable opportu- 
nities to buy, sell, or repurchase securi- 
ties in which t they prefer to trade, or 
~ a, im the same group, or securities 
in which the technical position is espe- 
o-~, favorable for an advance or de- 


Our charge for , Be Individual Wire 
Service is $5 per telegram (sent collect), 
and we are ready to receive its 
of $25 or more, out of which 
telegrams will be charged. A _ sub- 
omer may withdraw balances at any 

me. 





"TRE easy terms of 

our Partial Pay- 
ment Plan bring sound 
investments of all class- 
es within the reach of 
every investor. 


Write for details 


RUTTER.& CO, 
14 Wall St. New York 


Tel. Rector 4391 

















and the earnings and income of the com- 
pany are applicable to the interest on 
these bonds, prior to the payment of in- 
terest on the Adjustment Income Bonds. 





FRENCH REP. 8s 
Compared with R. R. Bonds 
We suggest an investment of funds, 
distributed among the following bonds. 
The indications are that all these issues 
will sustain a market enhancement by 
degrees, and on the whole, prove a 
profitable commitment :— 
¥ . Price 
St. Louis S. W. Cons. 4s, 1932... 65 
Peoria & East. Cons. 4s, 1940.... 
Rio Grande W. Col. 4s, 1949.... 
Denver & Rio Grande Cons. 4%s, 
1936 
a. C. ee 
Rio Gr. West. Ist 4s, 1939...... 
Mo. Pacific Gen. 4s, 1975........ 
San Ant. & A. Pass 4s, 1943..... 
Mich, Central Deb. 4s. 1929..... 
C. M. & St. -P. Deb. 4s, 1934.... 
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THREE R. R. BONDS 
Good Yields and Fair Security 
Peoria: & Eastern Railway Co.’s Ist 
Con. currency 4s, dated Feb. 22, 1890, due 
April 1, 1940, interest payable April and 








No. 6 of A Series 


There are thousands of 
issues of securities of 
states, counties, munici- 
palities and of railroad, 
public utility and indus- 
trial corporations not 
listed upon any ex- 
change. 


Our 
Unlisted 
Securities 
Department 


is prepared to make pur- 
chases and sales, to 
furnish quotations and 
to execute orders. 


Sutro Bros. & Co. 
Members 
N. Y. Stock Exchange 
120 Broadway, New York 
Telephone: Rector 7350 


57 St. Francois Xavier Street, 
Montreal. 
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Next to Wheat— 


Canada’s greatest manu- 
facturing export trade is 
in Pulp and Paper. 


Two-thirds of the news 
print used in the United 
States is imported from 
Canada or made from 
Canadian pulpwood. 


We originally financed 
very many of Canada’s 
large pulp and paper 
corporations, so that we 
are in a position to ad- 
vise you regarding in- 
vestment in their securi- 
ties, 


Write today for list of 
desirable offerings. 


AGENCY OF 51 


Royal Securities 
CORPORATION 
(CANADA) 
LIMITED 
NEW YORK 











RICHARDSON, 
HILL & CO. 


Established 1870 


Investment — 
Securities 


Write for list of offerings 


50 Congress Street 
Boston Mass. 
BANGOR PORTLAND NEW HAVEN 


Members New York, Boston and Chicago 
Stock Exchanges 
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October 1, at company’s office in New 
York, Int. guaranteed by C. C. C. & St. 
Louis Ry. Co. Authorized $10,000,000 
outstanding $8,376,000. Lien covers 337.86 
miles of railroad, appurtenances and 
equipment of formerly comprising the 
Ohio, Indiana & Western Railway Com- 
pany extending from Pekin, Ill, to In- 
dianapolis, Ind. subject to Ind. Bloom & 
Wn. Ist 4s, of 1940 and to $500,000, of 
Ohio, Ind. & Wn. Ist 5s of 1938. . Listed 


on N. Y. Stock Exchange and quoted 


around 63 at which price yields an in- 
come of 6.35% on-an investment. 

Toledo-Cincinnati Div. 1st Lien and 
refunding Mtg. Gold Series “A” 4s, 1959. 
Dated July 1, 1917, due July 1, 1959. In- 
terest payable January 1 and July 1 at 
company’s office in New York. Author- 
ized $35,000,000; outstanding $11,250,500. 
Redeemable at 102% and interest on any 
interest date upon 60 days notice. 

Secured by collateral lien on 245.41 
miles of railroad and equipment in Ohio 
and 151.50 miles additional lease hold 
interest and trackage and upon all the 
property including stock and bonds em- 
braced in the Trustee Mortgage of the 
Toledo and Cincinnati R. R. Company; 
also a first collateral lien on 122.69 miles 
of branch and subsidiary branches of the 
T. & C. R. R. Co. The collateral lien 
is subject to $5,000,000 direct prior liens 
of the Ginn. & Dayton R. R.’s Ist 44% 
1937 and Cinn Ham. & Dayton R. -R.’s 
Gen. 5s, 1942. Bonds are listed on N. Y. 
Stock Exchange, quoted at 55. 

St. Louis & San Francisco prior lien 
Gold Series “A” dated July 1, 1916, due 
July 1, 1950, outstanding 84,244,125. There 
are $9,064,375 held in trust to be applied 
to refunding or acquisition of old prior 
lien or subsidiary line securities includ- 
ing K. C. Ft. S. & M. Ry. 4% preferred 
stock trust certificates. Redeemable at 
par and interest on 60 days. Secured by 
a mortgage upon 3,931.68 miles of road 
appurtenances, and equipment thereon. 
Listed on the N. Y. Stock Exchange and 
quoted at 60 and under, at which price 
an income yield of 6.66% is realized. As 
a conservative and safe investment the 
issue is well regarded. 





CUBA CANE SUGAR 
We Prefer Its Bonds and Preferred Stock 


In the recent very severe slump in 
Sugar stocks Cuban Cane common suf- 
fered to a greater extent, than any of 
the other issues. It cannot be regarded 
with favor as an investment. We believe 
its note and preferred issues to be much 
safer and more attractive at prevailing 
levels. 





EIGHT GOOD BONDS 
Investment and Profit 


We reproduce the below list of bonds 
selected by our railroad specialist as the 
bonds he would buy and hold under 
present conditions. While some of them 
have advanced somewhat, they are still 
reasonable in price, and their prospects 
as good as ever: 

Pres- 

Period. cent ent 

Bond Years Price* Yield 

St. Louis Southwest’n cons.4s3 12 58 10.10 
Peoria & Eastern 4s. 19% 57 50 
St. Louis Southwest’n term. 5s 31%+ 57 9.10 
Rio Grande Western col. 4s.. 28 49 8. 
Denver & Rio Gr. cons. 4%s. 15 66 8. 
73% 8.3 


K. C., Ft. Scott & Memphis 4s 16 61 8.50 
Colorado & Southern 4%s... 15 68 8.25 


*August 24, 1920. 





AN INVESTMENT MARKET? 

Good Securities Worth Buying 
We believe the market will gradually 

build up, on the basis of investment de- 
mand, without much speculative excite- 
ment. This is satisfactory from every 
point of view, unless possibly that of the 
broker who handles the speculative class 
of orders. 

We append herewith a list of stocks 
which we recommend for favorable con- 
sideration: 

Company: Paying: 
Texas Company 3% annually 
Amer. Car & Foundry. .12% annually 
Southern Pacific 6% annually 
Union Pacific 10% annually 
Miami Copper 2% annually 

Among the seasoned bonds, we submit 
the following: 

Atchison, Topeka & Santa Fe. Adj. 4s. 

St. Louis & Southwestern Con. 4s. 

Peoria & Eastern Ill. Ist 4s. 

C. & O. Conv. 4s. 

These bonds are all well secured and 
the companies have paid interest on them 
at regular stated intervals without inter- 
ruption. 





JEWEL TEA 
Its Troubles 

The extreme decline in Jewel Tea was due 
to its unfortunate experiences during war 
times. The exceptional decline in the 
preferred shares is doubtless due mostly 
to the fact that in October of last year, 
the company passed the usual 7% divi- 
dend, and has not resumed payment of it 
since. Up to July, the reports coming 
from the company were favorable. These 
reports showed an increase in collections 
of from 10 to 12% over the correspond- 
ing period. of last year, and it has. also 
received part payment from the govern- 
ment on equipments in the Hoboken plant. 
This should improve its cash position con- 
siderably. 

In May ofthis year, the company paid 
off $500,000 in notes from funds it had 
on hand. On October Ist it had $750,000 
to liquidate. It is presumed that what 
earnings have been made have been put 
aside toward liquidating these notes. If 
the company succeeds in this, we see no 
reason why its path should not be 
smoother and its stock advance in price. 

The fact that the company has discon- 
tinued making monthly reports, prevents 
us from giving any data as to what its 
earnings have been since July. 

One of the main obstacles the company 
has encountered is the distributing of its 
goods, owing to the rail congestion. It 
has also had difficulty in securing labor 
at a moderate price. 





BOSTON AND MONTANA 
Its Big Decline 

The reasons for the break in this stock 
from above 60 cents to below 30 cents 
are variously attributed. It came on the 
heels of pessimistic announcements from 
Boston that several trust companies were 
“in trouble”. Brokerage circles locally 
say that large selling orders came from 
Boston which the market was unable to 
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absorb. We have repeatedly pointed out 
to those who inquired that the property 
is an extensive one, and has the makings 
of a mine over a period of years, pro- 
vided the necessary finances are forthcom- 
ing when needed. Control is with ex- 
Governor Allan, and on the board are 
such mining engineers as Dr. Weed and 
John D. Pope. It is a pity that the stock 
has been the subject of vigorous boosting 
by brokers and houses of rather indif- 
ferent standing, and we suspect that their 
operations may also account for the big 
smash recently. 





CON. ARIZONA 
An Embarrassing Situation 

Consolidated Arizona management is of 
good repute, and its affairs reported to 
have been conducted on a conservative 
basis. Money stringency has necessitated 
action to arrange for its floating debt and 
other payments. The company has fair 
prospects. As to whether a stockholder’s 
refusal to make the exchange according to 
the plan offered would wipe out his stock, 
we cannot say positively; but as a rule 
the stockholders who do not participate 
in reorganizations usually find themselves 
left out in the cold at some future time. 
The best course is to pay the assessment 
and make the éxchange, or else sell the 
stock for what can be got and stand the 
loss. According to the offer a stockholder 
would receive 2% shares of the Metals 
Company of no par value, but a nominal 
value of $20 per share. The half share 
would be issued in warrant form. 

The assessment is 40 cents per share. 
The company gives holders the privilege 
of paying this in four payments, October 
15, December 1, March 1, 1921, and $10 
June 1, 1921. 


20 INDUSTRIALS 

Averages Compiled from “Leaders” 

The list of industrial stocks used in av- 
erages of 20 Industrials consists as fol- 
lows: 

American Can, American Car & Foun- 
dry, American Locomotive, American 
Smelting, American Sugar, American Tel. 
& Tel., Anaconda, Baldwin Locomotive, 
Central Leather, Corn Products, General 
Electric, Goodrich, Republic Iron & Steel, 
Studebaker, Texas Company, U. S. Rub- 
ber, U. S. Steel, Utah Copper, Westing- 
house, Western Union. 


WHAT CANADA NEEDS 

Col. S. S. Dennis, assistant to the 
president of the Canadian Pacific Rwy. 
Co., said recently: 

“Canada is naturally. proud of the fact 
that her participation in the late war has 
given her a standing among the nations 
of the world and that today the name 
Canadian is recognized as distinguishing 
a citizen of a progressive and virile coun- 
try, but her share in that great struggle 
has involved her in financial obligations 
which can only be met and discharged by 
increasing her population and developing 
those natural resources which, while 
potentially ample security for many times 
her national debt, can only be made pro- 
ductive of wealth through development.” 

Colonel Dennis predicted that the 1921 
census would give Canada a population 


of 8,500,000. 
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JACOB H. SCHIFF . 
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instances are sufficient to shew that the 
unthinking radical would bite his nose to 
spite his face, and kill the geese that lay 
the golden eggs. 

Schiff will forever live with us as one 
of the foremost Americans of his time, 
who did not hesitate to quarrel with cer- 
tain of his co-religionists who seemed to 
place racialism before Americanism. He 
will be remembered first for his urgent 
advocacy of peace among the nations, and 
his subSequent vehement denunciation of 
the Central Powers, and his ardent hope 
that the war would not end excepting as 
a victory and a finish fight. He was too 
big a man not to change his mind, and 
did not hesitate to alter his views if 
convinced that to do so would be for the 
good of the greater number. 

This attitude is also shown when he at 
one time renounced Zionism after their 
bitter opposition towards him, in spite of 
his championship of the race throughout 
the world. Schiff’s adherence to his re- 
ligion was somewhat ahead of his time, 
and the more orthodox were never able 
to agree with him. Yet, unanimity as to 
his greatness and leadership prevails, 
which is one more concession to his per- 
sonality. 

Whatever secrets there are to success 
are bared in the noble life of Jacob H. 
Schiff. -America and the world has lost 
a great leader. A prominent Rabbi has 
described him as “A Prince in Israel.” 

If this is so, Jacob Schiff was un- 
conscious of his nobility. 





WASTING A PRICELESS HERITAGE 
The rapid depletion of our lumber re- 
sources is vividly sketched in his recent 
monthly statement by Archer Wall 
Douglas, of the U. S. Chamber of 
Commerce. Mr. Douglas said: 

“Few stories are of greater moment 
and importance to the nation than that 
of the recently published history of 
lumber; of the priceless heritage of the 
vast forests which once covered so 
large an area of this country. They 
are more than half gone, and still we 
are deaf, dumb and blind to the grim 
consequences of this fatal lack of fore- 
sight. The vital needs of forests and 
trees in every phase of country life 
needs no setting forth. In industrial 
life the need is equally as pressing de- 
spite all the substitutes for wood we 
are daily concocting. Besides there 
are vast industries whose very existence 
depends upon the continued production 
and use of wood. Lumber and things 
made of wood must daily grow more 
expensive and difficult to obtain. Yet 
we have scarcely learned the first ele- 
ments of reforesting—as it is done, for 
example, in France. Meanwhile a great 
business, that of lumber, is employed in 
consuming its capital. And between 
this and the eras of feasts and famines 
of demand and prices which mark its 
history, it is wondering what fate has 
in store for it.” 
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The Advantage 
of Buying 
Odd Lots 


You—with small capi- 
tal may not realize 
what an opportunity 
Odd Lots offer. 


You envy the man who 
has capital or credit 
and can buy sound 
securities. In Odd Lots 
you have the same op- 
portunity. Let us tell 
you all about it. 


Write fer Beoklet M. W. 


Gistoum & HAPMAN 


Members New York Stock Exchange 
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OCTOBER 


marks the end of har- 
vest inagriculture. To 
the investor, the time 
of harvest is ever pres- 
ent. It is merely a 
matter of discriminat- 
ing between the good 
and the bad, the sound 
and the unsound. 


In the public utility field, 
for example, there are to- 
day many issues which we 
unhestitatingly recom- 
mend to the most careful 
investor. 


Our October Offering 
Sheet carries a_ special 
message with reference to 
the public utility situa- 
tion, which should be of 
intérest to investors gen- 
erally. It also lists about 
100 attractive issues of 
bonds, short term notes, 
preferred stocks, and first 
mortgage bonds on de- 
sirable business property, 
which we recommend for 
investment. 


The interest returns on 
securities are still very 
high. 


This list, which should be in the 
hands of every investor, will be sent 
upon request for M-340 


The National City 
ompany 


Main Office: National City Bank Bldg. 
Uptown Office: Fifth Ave. & 43rd. St. 


Offices in over Fifty Cities 


Issue 

Government, State, Municipal 
{Kingdom of Norway 8s 
§State of South Dakota 5s 
§State of South Dakota 6s 
§City of Richmond, Va. 6s 
tCity of Milwaukee, Wis. 5s 
tCity of Milwaukee, Wis. 6s 
§City of Seattle, Wash. 6s 
§City of Toronto, Canada 4%s 
City of Ottawa, Ont., Canada 6s 

Public Utilities and Railroads. 
tBell Telephone Co. of Penn. 7s 
tPublic Service Co. of Northern IIl 8s 
+Central Mass. Electric Co 7s 
Midi Railroad Co. (France) 6s 

Industrials. 

tSwift and Company 7s 
§Bethlehem Steel Co. 7s 
+B. B. & R. Knight, Inc. 7s 
§Indiahoma Refining Co. 7s 


§Massey-Harris Co., Ltd. 8s............... 


+Smallest denomination issued $100. 
tSmallest denomination issued $500. 
§Smallest demonination issued $1,000. 


Approx. Yield 
To Maturity 
8% 


Offering 


To Yield 
See Text 
100 


95 
65 


Oct 1925 97% 
Oct. 1935 94, 
94 


To Yield 


. Oct. 1930 100 























Kingdom of Norway §8s.— These 
bonds are a direct obligation of the King- 
dom of Norway and are payable, both 
principal and interest, in United States 
gold coin and are issued in denominations 
of $1,000 and $500. The Sinking Fund 
provision calls for $1,000,000 per year to 
be set aside by the Kingdom of Norway 
to be applied toward the purchase of bonds 
in the open market at not more than 110 
and interest. The wealth of Norway is 
estimated at $3,350,000,000 or more than 
eleven times the national debt. Its credit 
standing is excellent and the state owns 
vast revenue producing properties includ- 
ing railways, telephone and telegraph 
lines, and water power stations. This 
country is one of the leaders in hydro- 
electric power production. 

These bonds are offered at 100 and in- 
terest yielding 8%. 

State of South Dakota Bonds.—The 
State Highway 5% Bonds and the Rural 
Credit 6% Bonds are exempt from Fed- 
eral Income Taxes and from taxation in 
the State. These issues are legal for sav- 
ings banks in New York, Rhode Island 
and Connecticut. They are a general ob- 
ligation of the State of South Dakota 
and are secured by its full faith and 
credit. The bonds are issued in coupon 
form in the denomination of $1,000 and 
are registerable as to principal. 

The 5% bonds are offered at prices 
ranging from 95.24 to 96.83 and the 6% 
bonds from 102.72 to 104.77. 

City of Richmond, Virginia 6s.— 
These 6% Improvement Bonds are in 
coupon form in denomination of $1,000 
and may be registered as to principal and 
interest. The issue is exempt from. thé 
Federal Income Tax and is eligible as 
security for Postal Savings Deposits. 
The City of Richmond is the capital and 
largest city in Virginia and is one of the 
leading commercial centers of the country. 
It is situated on the James River and has 
ample transportation facilities, being 
served by six railroads and two steam- 
ship lines. The financial condition of 


this city compares very favorably with 
any other in the United States. Sinking 
Funds are levied annually sufficient in 
amount to pay off all bonds at maturity. 

Richmond has never defaulted in the 
payment of either principal or interest 
on any of its debts and at the end of the 
Civil War paid over 8% interest to bor- 
row funds to retire maturing obligations, 
thereby maintaining an untarnished credit 
record. The city owns gas works, water 
works, an electric light plant, and other 
properties valued at $24,366,000, or almost 
twice its Net Bonded Debt. The growth 
of Richmond has been consistent and sub- 
stantial and the city is an important manu- 
facturing and jobbing center and enjoys 
extensive banking facilities. The assessed 
valuation of property for taxation is over 
$227,000,000 and the net bonded debt is 
$13,532,280. 

These bonds are offered at 102.22 and 
interest, yielding about 5.70%. 

City of Milwaukee Bonds.—These 
5% Bonds and 6% Bonds are direct obli- 
gations of the city and are issued in cou- 
pon form in denominations of $1,000 and 
$500. These issues, the proceeds of 
which are to be used for various munici- 
pal purposes, are legal for savings banks 
in New York, Massachusetts and. Con- 
necticut and other eastern states. 

The assessed valuation amounts to over 
$588,000,000 and the net bonded debt, in- 
cluding this issue, is $23,624,800. The city 
is required by law to levy taxes sufficient 
to retire its bonds within twenty years 
from the date of issuance. 

These bonds are offered at prices to 
yield from 5.15% to 5.75%, according to 
the maturities. 

City of Seattle, Washington 6s.— 
This issue of School District No. 1 6% 
Bonds is in serial form. The bonds are 
coupon bonds of $1,000 denomination and 
are payable, both principal and interest, 
from an ad valorem tax levied against all 
taxable property within the city. Seattle 
is the metropolis of the Northwest and is 
not only an important railway terminus, 
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but it is one of the most important com- 
mercial ports in the United States and is 
the leading one on the Pacific Coast. 

These bonds are offered at prices to 
yield 5.65% to 6%, according to the ma- 
turities. 

City of Toronto, Canada, 4%4s.— 
These Harbor Commission 442% Gold 
Bonds are issued by the Toronto Harbor 
Commissioners and are guaranteed un- 
conditionally by endorsement, both as to 
principal and interest, by the city of To- 
ronto. They have all the security of 
bonds issued by the city in addition to the 
pledge of the property of the Harbor 
Commissioners. and the revenue there- 
from. A sinking fund is set aside an- 
nually with which bonds are to be pur- 
chased in the open market up to 105 and 
interest. The bonds are in coupon form 
in denomination of $1,000 with privilege 
of registration as to principal. 

This issue is offered at 70%, yielding 
better than 6.70%. 

City of -Ottawa, Ontario, Canada, 6s. 
—These Municipal Improvement 6% 
Bonds are a direct obligation of the City 
of Ottawa and are in coupon form of the 
denominations $1,000, $500 and $100. 
Ottawa is the capital of the Dominion of 
Canada and owns its waterworks and 
electric light system. Served by nine 
railroads and eight transport lines, Ottawa 
with its 192 industries and 38 banks, is 
an important industrial and financial cen- 
ter of Canada. The assessed valuation of 
the city amounts to $120,453,606 and the 
net debt is less than 444% of this assessed 
valuation. In fact, the value of lands and 
buildings owned by the municipality it- 
self, is almost sufficient to pay off the en- 
tire net debt. 

These bonds are offered. at prices to 
yield 6.75% to 8%, according to the ma- 
turities. 

Bell Telephone Co. of Penn. 7s.— 
This issue is known as 25-Year First & 
Refunding Mortgage 7% Sinking Fund 
Gold Bonds Series “A.” The coupon 
bonds are in denominations of $1,000, $500 
and $100, and are registerable as-to prin- 
cipal; while the registered bonds are in 
denominations of $1,000 $5,000 and $10,- 
000. The proceeds of the bonds will be 
used to fund current indebtedness incurred 
for construction purposes and to provide 
funds for construction through the years 
1920-1921. 

These bonds will be issued under a 
mortgage to the Trustee, covering as a 
first lien the entire physical property in 
Pennsylvania subject to a small mortgage 
on a portion of the property. A sinking 
fund is to be applied to the acquisition of 
Series “A” Bonds by purchase at not 
exceeding the redemption price of 1071%4% 
and accrued interest or the bonds may be 
called by lot at that price. The bonds so 
acquired will continue to bear interest, 
the amount thereof to be added to the 
sinking fund as received. This cumulative 
sinking fund is estimated to be sufficient 
to retire by maturity the entire issue. 

Disregarding the earnings to come from 
the expenditure of more than $15,000,000 
of this issue, the actual net earnings of 
the company from its existing plant dur- 
ing the past seven years have averaged 
$5,056,029 per annum, while the interest 
charges on its debt, including this issue, 
will aggregate $2,227,000. 
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The price of these bonds may be had on 
application. 

Public Service Co. of Northern IIli- 

nois 8s.—These Ten-Year 8% Collateral 
Gold Notes, Series “A” are coupon notes 
registerable as to principal, in interchange- 
able denominations of $1,000, $500 and 
$100. The Public Service Company of 
Northern Illinois operates in fifteen coun- 
ties in the northeastern part af the State 
having a combined population of over 
1,000,000 (excluding the city of Chicago). 
The business of the company is to supply 
electric light and power, gas, water and 
heat. The territory served surrounds the 
city of Chicago and includes not only the 
entire suburban districts tributary to Chi- 
cago, but also one of the best manufactur- 
ing sections in the United States. On 
account of its nearness to a large central 
market, this district is an excellent market 
for light and power. 
- The notes are a direct obligation of the 
Company and are collaterally secured by 
pledge of $16634 par value of the Com- 
pany’s First & Refunding Mortgage 5% 
Gold Bonds for each $100 par value of 
notes issued. Not only do tlie junior se- 
curities, at present market prices, indicate 
an equity of over sixteen times this issue, 
but the net earnings as illustrated by the 
1919 year, were almost twice the interest 
on the funded debt. 

The Gold Notes are offered at 100 and 
interest to yield 8%. 

Central Massachusetts Electric Co. 
7s—The Ten-Year Refunding Mort- 
gage 7% Gold Coupon Notes are in de- 
nominations of $1,000, $500, $100 and are 
registerable as to principal. This com- 
pany is a Massachusetts corporation es- 
tablished thirty-three years ago and has 
always been a success. It serves twelve 
towns situated in the rich industrial and 
farming territory between Worcester and 
Springfield and supplies commercial light 
and power. All the power that this con- 
cern sells is bought under long term con- 
tracts, which leaves the management free 
to devote its entire energy to the develop- 
ment and care of the market for electric 
light, heat and power. 

These notes, if redeemed in 1921 or 
1922, will yield the holders 12.48% or 
981%, but thereafter will yield from 
7.75% to 8.92%, according to the maturi- 
ties. 

Midi Railroad Company (France) 6s. 
—These 6% Bonds are redeemable at par 
by drawings not later than 1960, and are 
issued in denomination of Francs 1,000. 
This road is one of the largest railway 
companies in Southern France, where it 
extends from the Atlantic Ocean to the 
Mediterranean Sea. The lines of the 
company cover the entire border between 
France and Spain and form the only rail- 
road connection between Spain and Conti- 
nental Europe. Under agreements con- 
firmed by law the payment of principal 
and interest of its bonds and 10% an- 
nually on its entire capital stock is se- 
cured to the company by the guarantee 
of the French Gove---::ent. 

These bonds are offered at $65 per Frs. 
1,000 bond and yield about 6.25% at the 
present rate of exchange. The dollar 
value of the income and the principal of 
these bonds will increase with any im- 
provement in the rate of exchange on 
Paris. 
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As a safe and 
profitable investment 
we recommend the 


City of 
Copenhagen 


342% Bonds of 1902 


actually giving an average yield of 


9367 


and owing to the present 
low rate of exchange an 
additional profit of over 
85% may be realized, when 
same reaches parity. 





Ask for Circular “M W” 


Your inquiry is also invited on 
BRITISH FRENCH 
BELGIAN GERMAN 

and other European Bonds 


HUTH & CO. 


30 Pine Street, New York 


Telephone John 6214 














Phone: Rector 5000 


Josephthal & Co. 


120 Broadway, New York 


Members 
New York Stock Exchange 


Foreign 
Securities 


Private Wires to 
Principal Cities 
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Low-Priced 
Investments 


Conservative Railroad 
Bonds cost much less 
than they did four years 
ago. The value of the 
property which secures 
the bonds is’ in most 
cases much greater. 


An unusual opportunity 
to obtain full measure 
from your investment 
dollars. 


“At a great pennyworth, 
pause a while.” Benjamin 
Franklin. 


Send for our list 
of suggestions in 
our Letter 171 


Herrick & Bennett 


Members New York Stock Exchange 
66 BROADWAY, NEW YORK 
Telephone Rector 9060 
BRANCH OFFICES 


51 East 42nd St. Peekskill 
New York City New York 








Your Money Can Earn 
9% For 15 Years 
An exceptionally high yield can 


be maintained until 1935 
by investing in 


Standard Gas & 
Electric Co. 


6% Gold Notes Maturing 1935 


Safety is assured by the strong 
assets and earnings of the com- |] 
pany and the steadily increasing 
need for its service in 16 states. 


Ask for Circular MW-16 


& Co. 


Incorperated 


mi BTeiSay 206 Stasddte Se 
wets: 30 Lek Bece 


























Swift and Company 7s.—These 7% 
Five Year Gold Notes are coupon notes 
in interchangeable denominations of 
$1,000, $500 and $100, with the privilege 
of registration as to principal only. 
These notes will be the direct obligation 
of Swift & Company, one of the largest 
and most successful concerns in the world 
engaged in the production and sale of 
meats, and their by-products. The Notes 
are followed by $150,000,000 authorized 
and issued capital stock, upon which divi- 
dends at the rate of 8% per annum are 
now being paid. The company has paid 
cash dividends without interruption for 
the past thirty-five years. Total sales of 
its products have increased from $250,000,- 
000 in 1909 to over $1,200,000,000 in 1919. 

These notes are offered at 97% and in- 
terest to yield over 7.60%. 

Bethlehem Steel Company 7s.—The 
Fifteen-Year 7% Marine Equipment Trust 
Certificates are to be issued under the 
Philadelphia Plan and are in denomina- 
tion of $1,000 which may be registered as 
to priticipal. These certificates are to be 
issued pursuant to an Equipment Trust 
Agreement under which the Trustee or 
its nominee will hold title to five stearh- 
ships of 20,000 deadweight tons each to be 
constructed, and to five steamships already 
constructed, totaling 52,417 deadweight 
tons (all of which are less than three 
years old and one of which has just been 
delivered). This fleet of ten ships will be 
employed for the transportation of ore 
from the Bethlehem iron mines in Chile 
and Cuba for use in Bethlehem Steel Com- 
pany’s plants. All ships are so con- 
structed as to provide for efficiently carry- 
ing other commodities, thus substantially 
increasing their earning power through 
return cargoes. 

Title to these ships is to be vested in the 
Trustee or its nominee, and they are to 
be chartered to Bethlehem Steel Co., 
which will pay charter hire in semiannual 
installments that will cover dividend war- 
rants and retire the entire issue by matur- 
ity. These charter payments will be 
guaranteed by Bethlehem Shipbuilding 
Corporation, Ltd., thus placing behind 
these certificates the strength and credit 
of practically the entire Bethlehem sys- 
tem. Current net earnings are runnu:, 
at a rate substantially in excess of those 
of 1919. 

These certificates are offered at 94% to 
yield about 7.65%. 

B. B. & R. Knight, Inc., 78.—These 
First Mortgage Ten-Year 7% Sinking 
Fund Gold Bonds are coupon bonds in 
denominations $1,000, $500 and $100, with 
privilege of registration as to principal. 
This company has been incorporated in 
Massachusetts, September, 1920, as suc- 
cessor to B. B. & R. Knight, Inc., a 
Rhode Island corporation, one oi the 
largest manufacturers of cotton cloth in 
the world, a business which has been suc- 
cessfully conducted since 1848. The sev- 
enteen mills of this concern are located 
throughout Rhode Island and Massachu- 
setts and have au ..5-~*~*** floor space 
of about 3,000,000 square feet. The 
equipment of these mills includes about 
533,457 spindles and 13,310 'ooms and the 
company has an installed power capacity 
of 26,000 horsepower, of which about 
30% is water power. 

These bonds will be secured by direct 
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$550 Invested 


in 6% Gold Bonds 


With Bonus of 
Profit Sharing Certificates 


Returns $55 Yearly 


Banking Loan Company oper- 
ating under State licenses and 
supervision. Business growing 
rapidy—in 1919 increased 
75% over 1918 and was over 
20 times volume transacted in 
1914. 

Bondholders have received 
11% for last four years and 
are permitted to share in profits 
in addition to 6% bond interest. 
We recommend this security for 
discriminating investors. May 
we send full description? . . 


Ask for Circular B. 


CLARENCE HODSON & (CO. 


Established 1893 
Investment Securities 


26 Cortlandt St. 
505 Fifth Ave., Dept. H. 


Phone Vanderbilt 5681 
Branches in Principal Cities 
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Von Polenz & Co., Inc. 


GERMAN, AUSTRIAN 
Czechoslovak, Hungarian 
_ Securities and Exchange 

Official Coupon Redeeming Ste 
tion for the City of Berlin, 
Greater Berlin, and various other 


German Cities and age 
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frst mortgage on all real estate, plants, 
machinery and equipment to be presently 
acquired by the company, with the ex- 
ception of one mill, previously sold, and 
upon all trade marks, patents and good 
will. 

These bonds are offered at 94 and in- 
terest, yielding over 7.85%. 

Indiahoma Refining Company 7s.— 
These 7% Equipment Trust Certificates 
are guaranteed unconditionally, both prin- 
cipal and interest, by the endorsement of 
the Standard Tank Car Company. ‘They 
will be secured by the deposit with the 
Trustee of the Indiahoma Refining Com- 
pany’s purchase money notes aggregating 
$285,750 (this issue of certificates cnly 

33,000) and by the title to 100 new steel 

.derframe tank cars of 10,000-gallon ca- 
acity, mounted on 50-ton trucks, equipped 
sith six lines of steam coils. These cars 

e sold for $318,300, thus showing a 
ash equity of 25%, and this equity in- 

ses very rapidly owing to the large 

centage of principal of notes paid off 
quarterly. 

‘he Indiahoma Refining Co. owns two 

neries with a daily capacity of 3,500 
arrels each; 135 miles of pipe lines; 

ns and leases 882 tank cars and owns 
in fee or through leases over 39,000 acres 

f oil and gas lands. 

These certificates are offered at prices 
) yield 8%. 

Massey-Harris Company, Ltd. 8s.— 


These 10-Year 8% Sinking Fund Gold 
Debenture Bonds are in coupon form of 
$1,000 denomination, with provision for 
registration of principal. A sinking fund 
of 10% per annum of the total amount 
issued is provided to purchase bonds in 
the open market at or below 102% and 
interest. 

The business carried on by the Massey- 
Harris Co., Ltd. (Canada) was estab- 
lished in 1847 and the company is now 
the largest manufacturer of agricultural 
implements in the British Empire. The 
manufacture of agricultural implements is 
a fundamental industry and is a particu- 
larly vital part of the world’s economic 
life at the present time because of the 
pronounced shortage which exists in this 
type of manufactured goods. 

The business of the Massey-Harris 
Harvester Co., the United States sub- 
sidiary, was established in 1850 and in 
1910 an important interest was acquired 
by the Canadian Company, which now 
owns control. The two companies have 
since been operated under one general 
management. The net profits after re- 
ducing interest, taxes and depreciation 
have averaged for the past five years, 
over $1,800,000, while the interest on these 
bonds, constituting the only funded debt 
of the companies, will be only $320,000 
per annum. 

These bonds are offered at 100 and in- 
terest to yield 8%. 








YUKON GOLD APPEARS OVER-CAPITALIZED 
(Continued from page 848.) 








Dawson, Yukon Territory, in 1917, which 
started work in December of that year. 
From Dec. 4, 1917, to Dec. 30, 1918, a total 
of 1,448,306 cu. yds. of gravel was dug, 
yielding 12.97c. per yd. at a cost of 7.3c., 
leaving a profit of 5.67c. per yd. During 
1919 this dredge dug 1,519,035 cu. yds., 
averaging 10.39c., at a cost of 9.05c. per 
yd., and leaving a profit of 1.34c, per yd. 
The total operating profit for 1918 was 
$82,305, and for 1919 the profit was a little 
over $20,000. 

The Yukon Gold Co. departed from its 
former policy of confining its operations 
to placers when it secured control of the 
Elkoro Mines Co. This subsidiary was 
incorporated in Sept., 1916, under the laws 
of Delaware, with a capital of $1,000,000 
divided into 200,000 shares of a par value 
of $5, all issued. The property consists of 
75 lode claims, including the Starlight, the 
Long Hike, and the O. K. groups in Jar- 
bridge district, Elko County, Nevada. In 
these properties the ore consists of quartz 
and siliceous rhyolite, carrying native 
gold, with a little silver. 

The Long Hike property is developed 
by 5 adit tunnels, aggregating 5,000 ft. in 
length, giving a depth of 800 ft. The 
Starlight is opened by 4 adit tunnels, hav- 
ing an aggregate length of 4,000 ft. and 
opening the property to a depth of 700 ft. 
The O. K. mine has 2 adit tunnels having 
a length of 3,000 ft. and opening the prop- 
erty to a depth of 400 ft. Early in 1917 
the ore blocked out was estimated at 
214,000 tons, averaging $15 per ton. 

The property is equipped with electric 
hoist, compressors, pumps, aerial tram- 
ways, and a 100-ton cyanide plant which 
has been in operation since March, 1918. 
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The Elkoro Mines Co. is one of the larg- 
est gold producers in the State. 

The Yukon Gold Co. is exploiting sil- 
ver-lead claims in the Mayo district, 200 
miles southeast of Dawson, Yukon Terri- 
tory. Three of the company’s dredges 
have been sent to Malaya to dredge tin- 
bearing ground. 

Stock Purely Speculative 

The price range of the company’s shares 
is illustrated by Graph No. 2. 

In view of the company’s capitalization 
and indebtedness, the limited proportion 
thereof that is offset by estimated net 
profit in reserves, and the present gener- 
ally unencouraging outlook for the gold 
mining industry, the shares of this com- 
pany must be regarded as purely specula- 
tive.—vol. 26, p. 34. 


POTASH OUTPUT SLUMPS 
Incomplete returns. compiled by The 
Geological Survey set the U. S. produc- 
tion of potash at 30,899 short tons. Com- 
parison with two previous years shows the 
following : 








Content Mo. of 
(Short Tons) Producers 
32,578 95 


11,969 








The slump is attributed largely to 
producers’ fears of resumption of large 
imports. These imports failed to mate- 
rialize, however, and an increased output 
in the first three*months of 1920 has re- 
sulted. 








[ NEVER A LOSS 


Commercial prices are 
falling, and Industrial 
stocks are following 
suit. 


Guaranteed Mort- 
gages—the only 
Trustees’ Investment 
which has never 
shown a loss to an in- 
vestor—have always 
been worth 100%, 
and we guarantee they 
always shall be. 


Send for Booklet M-14. 


LAWYERS MORTGAGE CO. 


RICHARD M. HURD, PRESIDENT 
Capital and Surplus $9,000,000 


59 Liberty St., N. Y. 
184 Montague St., Brooklyn 




















MORTGAGE 
INVESTMENTS 


WHAT ABOUT 
THE FUTURE? 


Supposing, Mr. Average Man, 
ou were to become suddenly 
incapacitated. What would be- 
come of you and your dear 
ones? You are sailing danger- 
ously close to the wind if you 
have made no provision for 
such a contingency. Start to- 
day by setting aside a certain 
amount weekly or monthly for 
a financial reserve. 
R k 
sa ty fo oy brane 
means of our partial payment 


35_yeors Wrrhout Loss FoA Customer 


eorge M. Forman 
é Com 


TGAGE B 
FART STApLisnen ?885) 


. LaSalle Sr.........Ch , 1. 
11S0 Salle St.......- icego 


> 
t., Chicago, Til. 
Gentlemen: Without en a g me in any 
r way, please send copies your two 
booklets. 


























Railroad 


Bonds 
(38 Issues) 


In our circular entitled 
“Factors Favorable to the 
Railroad Bond Market” we 
divide into four groups 
thirty-eight issues of rail- 
road bonds according to 
our judgment of their in- 
vestment merits, and indi- 
cate present prices and 
yields compared with the 
range of the past twenty 
years. A number of the 
issues mentioned are legal 
investments for _ trustees 
and savings banks in New 
York State. 


Write for Circular 741 


Spencer Trask & Co. 
Broad Street, New York 
ALBANY BOSTON CHICAGO 


Members New York Stock Exchange 
Members Chicago Stock Exchange 


























Semi-Speculative. 
Railroad Bonds 
Inviting 


{TH the clarify- 
Wi inc of the rail- 


road _ situation, 
the prices of many non- 
dividend paying stocks 
have recently advanced 
100% over their low fig- 
ures for the year. The 
prices of the underlying 
bonds of these roads had 
not as yet advanced pro- 
portionately. There are 
many inviting possibili- 
ties open to those who 
buy these bonds now. 


Send for letter W-48, 
which gives a list of such 
bonds, their records in 
former years, together 


with current quotations © 


and yields. 


George H. Burr & Co. 


Investment Securities. 


Equitable Building 
New York 
Our Offices in 15 Cities Offer You 


A NATIONAL YET A PERSONAL 
SERVICE 











Financial News and Comment 


NOTE.—The Railroad and Industrial 
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Baltimore & Ohio.—Has applied to 
the Interstate Commerce Commission 
for authority to issue 6% general and 
refunding mortgage bonds to the 
amount of $7,586,000, and $3,975,000 of 
5% bonds of the same character on ac- 
count of and for its subsidiary companies. 
The bonds are to mature in 1995, but are 
redeemable in 1925. 

Boston & Maine.—Minority stock- 
holders waived appeal against the 
action of the Public Utilities Commission 
in approving the issuance of $17,600,000 of 
6% bonds following the indorsing of an 
agreement consolidating several railroads 
with the Boston & Maine. 

Central of New Jersey.—Annual re- 
port for the year ended Dec. 31, 1919, 
shows net corporate income of $5,095,625, 
equivalent to $18.57 a share earned on 
the $27,436,800 capital stock. Excluding 
$935,230 included in the above as 10% of 
the Federal compensation which was un- 
paid in 1918, the showing for the stock 
vould be $15.16 a share. In the previous 
year net income was $3,603,567, or $13.13 
a share, but this included only 90% of 
Federal compensation. Crediting 1918 in- 
come with the 10% unpaid compensation 
would bring earnings for that year up to 
$16.54 a share. 

Federal operating account shows net 
operating income $2,298,984, which com- 
pares with the guaranteed rental of $9,- 
352,302, or a loss for the Government of 
$7,053,317. 

Chicago Great Western.—President 
Felton says there is no present indica- 
tion of resumption of the 4% dividend 
on its preferred. “We cannot tell 
where we are with the new rates,” he said, 
“until we have had several months traffic 
trial. We know Great Western will not 
be able to earn 6% on its property in- 
vestment. The war shot our organiza- 
tion to pieces and it will be a long time 
before we will get back to pre-war con- 
ditions.” 

Chicago & Western Indiana.—Com- 
merce Commission has authorized the 
company to issue $7,000,000 714% col- 
lateral trust sinking fund gold bonds, 
secured a trust agreement with the 
Bankers Trust Co. of New York, the 
bonds to be payable in 1935, but redeem- 


‘able at the company’s option at 102%4%. 


It is also authorized to pledge $9,800,000 
of its first and refunding mortgage 5% 
gold bonds, Series A. to be used to retire 
the road’s $7,000,000 of one-year 6% col- 
lateral trust notes, which are now due. 

It is also authorized to issue $1,000,000 
of similar notes at 6%, pledging therefor 
$1,250,000 of its first mortgage 5% bonds, 
Series A, the notes to be used for the 
purpose of retiring $1,000,000 of one-year 
5% bonds, now due. It was further au- 
thorized to pledge $10,500,000 of its 5% 
refunding and mortgage bonds of Series 
A with the Secretary of the Treasury as 
security for a loan of $8,000,000 from the 
United States. 

Gulf, Mobile & Northern.—Annual 
report for the year ended December 31, 
1919, shows net corporate income of 
$421,961, equivalent to $3.67 a share earned 


on the $11,494,400, 6% non-cumulative 
preferred stock. After deducting a debit 
balance of $16,452 charged out for the 
period prior to SF pe | 1, 1918, the sur- 
plus was $405,509, or $3.53 a share on the 
preferred. This compares with net income 
in the previous year of $484,274, or $4.21 
a share on the preferred stock. After al- 
lowing for lap over items prior to Janu- 
ary 1, 1918, the surplus was $436,473, or 
$3.79 a share in 1918. 

Illinois Central—Has applied to the 
Interstate Commerce Commission for 
authority to create an equipment trust 
fund to the amount of $13,515,918, to 
buy locomotives and cars, and to issue 
for that purpose equipment trust certifi- 
cates, Series F, which are to be sold to 
Kuhn, Loeb & Co. at a rate which will 
cost the company approximately 7U%. 

Kansas City, Mexico & Orient.—lIn- 
terstate Commerce Commission has ap- 
proved the application of the company 
for authority to issue, negotiate, and sell 
$1,000,000 worth of receiver’s certificates, 
maturing December 1, 1920, and bearing 
interest at the rate of 6%. 

New. York, Chicago & St. Louis.— 
Annual report for the year ended De- 
cember 31, 1919, has been issued. A 
corporate income account is not included 
because the question of Federal compensa- 
tion was still undetermined when the re- 
port was compiled. An income account 
giving the combined U. S. Railroad Ad- 
ministration and corporate revenues and 
expenses shows surplus after taxes, in- 
terest and charges of $2,368,515, equiva- 
lent to $7.89 a share earned on the $30,- 
000,000 combined preferred and common 
stocks as compared with a surplus of 
$2,376,890 or $7.92 a share in 1918. 

Pittsburgh & West Virginia —Special 
meeting of stockholders has been called 
for November 15 in Pittsburgh to vote 
upon the proposed acquisition of the prop- 
erty of We st Side Belt Railroad, the pro- 
posed increase in capital stock by 74,000 
shares, and the division of the new issue 
into 30,000 preferred and 44,000 common 
shares. As previously reported, the en- 
tire capital stock of the latter company 
has already been acquired. Upon the ac- 
quisition of its property, the West Side 
Belt Co. will cease to exist, and its out- 
standing liabilities, conan’ of $379,000 
first mortgage bonds and $1,443,000 equip- 
ment trust notes, will become outstanding 
obligations of the Pittsburgh & West 
Virginia. 

The increase of $7,400,000 capital stock 
of the Pittsburgh & West Virginia is for 
the conversion of the acquired company ’s 
liabilities which are now in the former's 
hands, totaling $1,080,000 capital stock 
and $6,320,000 funds advanced. The new 
stock will remain in the company’s treas- 
ury for future corporate needs. The new 
preferred will be issued in approximately 
the same amount per mile on the West 
Side Belt mileage (less $379,000 first mort- 
age outstanding) as amount per mile now 
outstanding on the Pittsburgh & West 
Virginia mileage, while the balance will 
be issued as common stock. 

(Continued on page 876.) 
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A WORD OF CAUTION IN A BOOMING RAIL MARKET 
(Continued from page 826.) 





guaranty, did in August under the old 
rates and the new wages. Net operating 
jncome_in that month was about $2,600,- 
000. As the month’s ratio of the traffic 
year is 9.643%, this is at the annual rate 
of about $27,000,000, or about $1,000,000 
more than the road earned in 1917. Other 
income in 1919 was $2,230,000 and charges 
$15,750,000. After the application of these 
items and the allowance of another $],- 
250.000 for increased charges, $12,230,000 
would be left for the stocks, or $9,230,000 
for the $120,000,000 common, after paying 
5% on the $60,000,000 preferred. The bal- 
ance for the common would be at the an- 
nual rate of more than $7.50 a share, and 
the company can hardly be expected to 
do worse under the 25% increase in 
freight rates and 20% increase in passen- 
ger fares. 

There are no available data on the 
valuation of Southern Railway proper, 
but three of the subsidiaries have received 
preliminary findings and they show in the 
aggregate an excess over the property ac- 
counts of about $10,000,000. If the ac- 
counts of the parent company have been 
kept on a similar basis, the common stock 
possesses an asset value of well over $100 
a share. 

Of the non-dividend issues mentioned 
in the foregoing paragraphs I believe that 
Western Pacific common has the best 
long-pull prospects, but it is also selling 
the highest. Following this, I should 
place Southern Railway common and St. 
Louis-San Francisco common. When it 
comes to St. Louis Southwestern, I should 
prefer the senior stock, as long as the 
present market relationship exists between 
the two issues. 


KANSAS CITY SOUTHERN 

The future of Kansas City Southern un- 
der the new rates has been the subject of 
a good many market letters recently, with 
the result that considerable interest has 
been stirred up in the stocks, but before 
getting too enthusiastic about them I 
would wait until the question of valuation 
was settled. 

The tentative findings on this property 
as of June 30, 1914, show $51,262,747 be- 
fore depreciation compared with a book 
value on the same date of $101,050,970, or 
a deficiency of $49,788,223. Since this 
valuation was found the United States Su- 
preme Court has directed the Commerce 
Commission .to receive evidence on the 
subject of severance value in the purchase 
of land. If the commission considérs this 
evidence after receiving it, the difference 
would not be appreciable in meeting the 
deficiency. 

On December 31, 1919, Kansas City 
Southern had a corporate surplus of $9,- 
662,846, and the amount of common stock 
outstanding was $29,959,900, or a total 
book value for the junior issue of $39,- 
622,746. Thus, the $49,788,223 deficiency 
would be sufficient to offset the common 
stock and corporate surplus and still leave 
a deficit of $10,165,477 to be made good 
out of the $21,000,000 preferred stock. In 
ether words, if these valuation figures 
stand, the result would be to write down 
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the assets applicable to the preferred 
stock to about $50 a share. 

The company’s standard return, which 
is based on net operating income in the 
three-year test period, was about $3,500,- 
000. While this is only 344% on the book 
value, it is about 7% on the official valua- 
tion, or considerably more than was 
earned in the same period by the roads 
as a whole. Indeed, one has to go to such 
roads as Norfolk & Western and Philadel- 
phia & Reading to obtain better results, 
and Kansas City Southern, on this basis, 
has not far to go to reach the top. 

Under the new Transportation Act, 
Kansas City Southern would have to earn 
8% on its tentative valuation in order to 
retain 7%. In other words, if it earned 
$4,000,000 and the valuation was affirmed, 
the company would have to surrender 
$500,000 to the Government. 

There is one advantage that pertains to 
the common stock. The company has out- 
standing a large issue of 3% bonds, while 
the preferred stock calls for only 4%. 
Thus, with the road earning only 6% on 
the value of the property, the require- 
ments ahead of the common would be 
covered. 

There are a number of other stocks, re- 
cently active and higher, which I should 
let alone until this subject of valuation is 
definitely settled. Among them may be 
mentioned Erie, Seaboard Air Line, Wa- 
bash, Western Maryland and Wheeling & 
Lake Erie. On account of reorganizations 
in hand or pending, I should also neglect 
for the time such issues as Chicago & 
Alton, Missouri, Kansas & Texas and 
Toledo, St. Louis & Western—St. L. & 
S. W., vol. 26, p. 607; West. Pac., vol. 25, 
p. 987; St. L. & San Fran., vol. 26, p. 463; 
So. Ry., vol. 26, p. 468; Kan. C. Se., vol. 
25, p. 704. 





REFUNDING 


The term “refunding” is used princi- 
pally in relation to mortgage bonds. 
Where the term “refunding first mortgage 
bond” is the title of a security, it signifies 
that the new bonds are to take the place 
of a bond issue which is maturing, but 
not to be paid off in cash. Formerly this 
practice created no particular interest 
among investors beyond a desire to ascer- 
tain if the security behind the first issue 
was retained under the new bond. Under 
existing money rates, however, it has be- 
come necessary for the corporations to 
name a higher rate of interest in the new 
issues, and, therefore, bonds of this type 
are being more closely analyzed. 


INCOME BONDS 


Securities known as Income Bonds are 
in the nature of preferred stocks. They 
are virtually secured by a pledge of the 
net earnings of a corporation, but before 
the interest on these bonds is paid, the in- 
terest on all indebtedness having a prior 
claim, must-first be liquidated. They rank 
before preferred and common dividends. 

Income bonds are not in wide use, as 
they have not been particularly favored 
by investors. 
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An excellent type of long term 
bond such as we have been con- 
stantly recommending is 


Louisville & Nashville 
Railroad Co. 


South-East & St. Louis 
Division Second Mortgage 
3’s due 1980 


This issue, outstanding at a low 
rate per mile, is secured by a 
mortgage on important mileage. 
The railroad is enjoying a high 
credit position. 





Falling commodity prices and 
the improved railroad situation 
should make the purchase of 
these bonds, at this time, ex- 
tremely profitable. 





We solicit your orders in this se- 
curity and will submit further 
information on request. 


BUODGETT 
HART & COIN 


115 Broadway, New York 
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Cries from Abroad 
for Pulp 


Canada answered the cries for 


pulp and paper from Japan, 
Australia, New Zealand and 
South America to the extent of 
over $3,000,000 in 1919. 


British Columbia, on Canada’s 
Pacific Coast, is favored for this 
trade by rich timber limits, cheap 
water power and nearness to 
the markets. 


This accounts for the rise of 
the Western Canada Pulp and 
Paper Company, Limited, with a 
capacity of 40 tons of sulphate 
and kraft pulp per day. 


The 7% First Mortgage Serial 
Gold Bonds of this Company 
carry a substantial Common 
Stock bonus, affording a per- 
manent interest and share in 
profits. 


Principal and interest payable in 
New York funds. 

Price—108 and interest, with a 
substantial Common Stock bonus. 
Prevailing rate of exchange re- 
duces net price to about 88, in- 
creasing yield to about 74%. 


Write us today for full particulars. 


SANSONG (} 


INVESTMENT BANKERS 


Members Toronto Stock Exchange 
TORONTO, CANADA 
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As preliminaries to the proposed ac- 
quisition, stock of the West Side Belt 
heretofore pledged under first mortgage 
and first consolidated mortgages of the 
Pittsburgh Terminal & Coal Co. has been 
released from the liens of those mort- 
gages; first consolidated bonds of the coal 
company heretofore owned by Pittsburgh 
& West Virginia have been exchanged for 
preferred stock of the coal company and 
the mortgage cancelled; and $2,300,000 
bonds of the coal company’s first mort- 
gage, heretofore pledged under its first 
consolidated mortgage, have been released 
from the latter lien and cancelled 

Affirmative action by the stockholders 
on November 15 will be followed by ap- 
plication to the Interstate Commerce 
Commission for authority to put the plan 
into effect. 

St. Louis Southwestern.—Improve- 
ments amounting to $5,000,000 have 
been authorized by the company. These 
will include new equipment, new bridges, 
widening of cuts and fills, and repairs, 
and will be completed within the next 
twelve months. Orders have already been 
placed for twenty-one new locomotives, to 
cost $1,250,000; new rails, to cost $1,000,- 
000; widening cuts and fills, $750,000; new 
ballast, $750,000; new bridges, and better- 
ments to existing bridges and culverts, 
$459,000; new sidings and passing tracks, 
$300,000 ; and new water and station build- 
ings, $575,000; besides large sums for new 
cross-ties and drainage. The entire ex- 
pense will be met with money on hand, 
and there are no plans under way for 
raising any new money, either for these 
improvements or for other purposes. 

Western Maryland.—Purchase of 40 
locomotives and two car floats and ex- 
penditure of $622,800 on additions and bet- 
terments, total amounting to $4,042,800, 
have been funded by the company at the 
average rate of $6,037%. Interest from 
the first year will come to $257,568. Loans 
arranged are as follows: $1,500,000 15- 
year 7% bank loans financing half the lo- 
comotive purchase; 1,500,000 15-year 6% 
government loan for other half this pur- 
chase; 622,800 15-year 6% government 
loan for additions and betterments ; 420,000 
3-year 6% bank loan for purchase of two 
car floats. 

Wheeling & Lake Erie.—Commerce 
Commission approved a loan of $2,460,- 
000 to aid the company in meeting its 
1920 short-term maturities and in making 
additions and betterments to roadway and 
structures to promote the movement of 
freight train cars. The carrier itself is 
required to finance on account of its 1920 
short term maturities $1,200,000. 


INDUSTRIALS 


American Brake, Shoe & Foundry 
Co. — Exceptionally large earnings 
were enjoyed by the company during 
the first half of the current year. While 
exact figures are not available, it is stated 
on good authority that the company’s net 
profits for the first six months were larger 
than were earned in any pre-war fiscal 
year, and were also very much larger than 
those for the first half of 1919, when $2,- 
228,571 was earned for the common stock. 

If the company’s net profits for the sec- 
ond half of 1920 equal those of the first 
half, the amount available for the 150,000 
shares of common stock now outstanding 














should reach approximately $2,250,000, or 
about $15 a share. As the company’s earn- 
ings do not depend on orders for new 
cars and locomotives by the railroads, and 
as the great mass of its business consists 
of replacements, thus assuring a ste ady 
inflow of orders even in a dull equip- 
ment market, the company is likely to 
show large earnings for a long time to 
come. 

American Can Co.—Current Business, 
The company’s operations have re. 
covered completely from the slowing 
up necessitated some time ago by 
freight congestion, and, as a result, it is 
probable that this years earnings will be 
fully up to those of last year; when $5.56 
a share was earned on the $41,233,300 
common stock. Due to the recent strike 
of 2,000 machinists, which strike proved a 
failure, the plants some time ago were only 
running at approximately 50% of capacity, 
but the situation is normal again and the 
company’s business is running smoothly. 
Despite the favorable showing which the 
company’s income account will make for 
the current year, however, there is little 
prospect of an early inauguration of divi- 
dends on the common stock. 

American Hide & Leather Co.—Plant 
operations are being maintained at ap- 
proximately 60% of capacity. Notwith- 
standing the present uncertainties in the 
leather industry and the state of business 
which is described as spasmodic, the com- 
pany is said to contemplate no further cur- 
tailment at present. During the recent de- 
pression in the trade the company is said 
to have booked good-sized orders, which 
have made it possible to keep the plant 
running at the present rate. 

American Safety Razor Corp’n.—A 
new foreign company, to be known as 
the British-American Safety Razor 
Company, Limited, and to take over 
nearly all of the foreign business of the 
American Safety Razor Corporation, will 
shortly be launched, it is announced. The 
new company will have a capital of 400,- 
000 ordinary shares of £1 par value, divi- 
ded into 225,000 class “A” shares, each 
five shares of which will be entitled to 
one vote, and 175,000 “B” shares, which 
will have one vote each. The two classes 
of stock will participate equally in the 
earnings. 

American Sugar Refining Co.—Net 
profits of the company in the first eight 
months of 1920 from refining opera- 
tions, excluding income from invest- 
ments, were larger than for all of 1919, 
according to Vice-President Foster, testi- 
fying recently before Atty. General Allen 
of Massachusetts. The amount was slight- 
ly more than $11,000,000, which compares 
with $10,283,081 for the whole of 1919. 

The company has on hand or under 
commitment, according to Mr. Foster, 
about 40,000 tons of sugar, which repre- 
sents less than 4% of the total normal an- 
nual requirements of the company, which 
are well in excess of 1,000,000 tons of 
raws. The management believes, at any 
rate, that if the company breaks even for 
the remainder of the year and saves itself 
from loss on the greater part of its in- 
ventories, its final me soreem will not 
be far from those of 1 

Amoskeag RB 5 Co.—An- 
nual report for the fiscal year ended 
May 29th last, shows gross sales of 
$56,319,933, compared with $44,015,912 in 
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GOVERNMENT OF THE ARGENTINE REPUBLIC 


4% External Loan Bonds 


Par Value Practically $973 With Exchange Normal 
In Denominations of £20—£100—£200—£500—£1,000 


Coupons Payable at our offices at current rate of exchange on 
January ist, April ist, July ist, October Ist 


The following table indicates annual income and increase in principal at the varying rates of exchange, based 
on an assumed price of $425 per £200 bond: 


At Exchange Annual . Annual Income Assumed Value 
Rate of Income on Investment % Cost at Par 
$3.50 $28.00 $6.59 $425.00 $700.00 

4.00 32.00 8.00 425.00 800.00 
4.86 38.88 8.00 425.00 973.00 


Cumulative Sinking Fund sufficient to retire entire issue in less than thirty-six years. 
Especially suitable as a change of investment from non-dividend paying stocks and defaulted or doubtful 


With a return of Sterling Exchange to normal, should bonds be drawn at par, principal would appreciate 


129%, sufficient to offset investment losses. ert 
These bonds are a direct general external obligation of the Argentine Government. 


figures show that for the year 1918 total revenues weremore than FOUR TIMES the annual interest require- 
ments on total external funded debt. 
We recommend these bonds for investment. 


PRICE ON APPLICATION 


Paine, Webber & Company 


Devonshire Street 25 Broad Street The Rockery 1322 So. Penn Sq. Matiattt Dette Penobscot Building 
= BOSTON NEW ‘YORK CHICAGO PHILADELPHIA M Ss DETROIT 
Pioneer Building 95 Peari Street 90 State Street 314 Main Street 94 Michigan Street 
ST. PAUL HARTFORD ALBANY WORCESTER MILWAUKEE 


The statements contained herein are not guaranted, but have been obtained from sources which we believe to be reliable and were 
accepted by us as accurate in the purchase of this issue. 





Profit 
If Drawn 
$275.00 

375.00 

548.00 
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the preceding year. Net income for the 
twelve months aggregated $4,368,917 in 
the preceding year. Net income for the 
twelve months aggregated $4,368,917, 
against $7,944,944 for 1919. After allow- 
ing for dividends on the preferred stock, 
the balance available for the common was 
equal to $11.44 a share on the 344,000 
shares outstanding, as compared with 
$4292 in 1919 on 172,800 shares, which 
were then outstanding, the company hav- 
ing declared a 100% stock dividend dur- 
ing the year. 

Armour Leather Co.—Reports of 
plants closing or curtailment of opera- 
tions are denied by J. Ogden Armour. 
He states that the plants are running 
full time, despite the liquidation proc- 
ess which has characterized the leather 
industry since the close of the war. 
Lower prices all along the line, he says, 
make it seem probable that the leather 
business will pick up rather than fall 
off in the immediate future. “Prices 
‘or hides and raw material are such,” 
he says, “that we deem it safe to en- 
gage in normal tanning operations and 
we look for a material increase in busi- 
ness in the near future.” 

Atlantic Gulf & West Indies S. S. Co. 
—Rapid additions to its tanker fleet are 
being made by the company. Accord- 
ing to present indications, it will have 
in operation by the close of 1920 six 
of its own tankers. In the first five 
months of 1921 eight other tankers now 
building will probably be ready for de- 
livery. Thus, before the end of next 
spring the company will have in opera- 
tion at least sixteen tankers to handle 
the output of its Gulf wells, the com- 
bined output of which is now running 
well above 15,000,000 barrels per annum 

Canadian Locomotive Co., Ltd.—Net 
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earnings for the fiscal year ended June 
30th last, after taxes and charges, 
amounted to $109,198, equivalent, after 
preferred dividends, to 21 cents a share 
earned on the $2,000,000 common stock. 
This compares with a surplus of $677,- 
377, or $28.61 a share earned on the 
common stock in the preceding year. 

Certain-Teed Products Co. Capital 
Increased.—At a special meeting of the 
stockholders, held on October 5th, a 
proposal to increase the authorized 
common stock from 100,000 shares (no 
par value) to 150,000 shares, was rati- 
fied. It was announced at the meeting 
that the purchase of the Thomas Pot- 
ter Sons Company had been consum- 
mated through the authorization of the 
issuance of 7,500 additional shares of 
second preferred stock, and 4,000 shares 
of common stock, in part payment. 
The balance, it was announced, will be 
paid in ten equal cash payments, com- 
mencing July Ist, 1923, and will extend 
ten years thereafter. 

Columbia Graphaphone Mfg. Co.— 
Stock Increased. A special meeting of 
the stockholders has been called Oc- 
tober 27th to authorize an increase in 
the common stock of the company from 
1,500,000 shares to 3,000,000-shares. A 
statement issued by President Francis F. 
Whitten says that none of the new shares 
are to be issued at the present time, 
adding: “It is considered desirable by the 
Board of Directors and the management 
to have this stock available for such cor- 
porate purposes as may arise. It is not 
contemplated that the company will have 
need of further financing through the sale 
of securities, such as stocks, bonds, or 
notes, for sometime to come, if at all, as 
it appears at present that the company is 
in ample funds for all its needs.” 

Consolidated Cigar Corp’n.—Capital 














increase. At a special meeting of the 
stockholders, held September 30th, an 
increase in the common capitalization from 
90,000 to 150,000 shares of no par value 
was authorized. The company recently 
declared a 15% stock dividend payable 
November Ist to stock-holders of record. 
Aside from the amount required to meet 
this dividend, it is said the company has 
no intention to issue any of the additional 
stock at this time. 

Steel & Tube Co. of America.—Net 
income of the company for the eight 
months ended August 3list, last, was 
$7,266,914, after charges and‘ Federal 
taxes. This was equivalent, after pre- 
ferred dividends, to $6.64 a share on the 
$1,941,884 common stock outstanding. 

Sterling Tire Corp’n.—Net profits for 





AMERICAN TOBACCO’S 1920 
GROSS MAY TOTAL 
$160,000,000 
(Continued from page 829.) 











during the past five years. In this pe- 
riod the company has returned average 
earnings of 26.32%, of which 20% have 
been paid out. This is a much larger 
percentage of earnings than the other to- 
bacco companies have disbursed, and it is 
believed in some quarters that the pay- 
ments have been somewhat larger than 
conditions justified. 

Uncertainty regarding future dividends 
may explain why the class B stock is sell- 
ing at 130, to yield nearly 9.20%. Both 
classes of common stock, certainly, have 
lost much of their attractiveness, even 
from a specvestment point of view.—vol 
25, p. 624. 
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Are You Planning 
Your Future Income? 


Investors have recognized safety of 
principal plus stability of income as 
a prime requisite. We believe a stock 
embodying some of these qualities to be 


CITIES SERVICE 
Bankers’ Shares 


which can be purchased in 5 shares or more 
on our FARTIAL PAYMENT PLAN 


Our plan is a liberal one. 





$5.00 per share with order; $5.00 
monthly until paid for. During this 
time all dividends are credited to 
your account. 





the first six months of 1920 are said to 
have been at the rate of $400,000 per 
year, equal to 16% on the outstanding 
common stock after preferred dividends. 
The common stock receives dividends of 
1% each quarter. 

Endicott-Johnson Co.—August ship- 
ments of shoes established a new high 
record, while sales for September are 
expected to be as large, if not actually 
larger. The company is not carrying large 
inventories, and as a result its cash posi- 
tion is satisfactory. The balance sheet 
as of July 3d showed current assets twice 
current liabilities, and net quick assets of 
$19,569,000, compared with $18,690,000 at 
the close of last year. During the first 
six months of the present year the com- 
pany charged off $2,865,506 for adjustment 
of inventories, notwithstanding which net 
after taxes for the six months was $2,075,- 
623, or at the annual rate of $9.50 a share 
on the $16,390,000 common stock outstand- 
ing 

, Electric Co.—New Acquisi- 
tions. The company has acquired a 
controlling interest in the X-Ray busi- 
ness of the Victor Electric Corporation 
of Chicago, and a new company has been 
formed, to be known as the Victor X-Ray 
Corporation, with offices and manufactur- 
ing plant in Chicago. It is stated that 
the capital stock of the new company has 
been exchanged for General Electric X- 
Ray patents and good will, and for the 
assets of the old Victor Electric Corpo- 
ration. 

Habirshaw Electric Cable Co.—Net 
profits for the six months ended June 
30th, last, were $421,748, equal, after 
estimated Federal taxes and preferred 
dividends, to $1.48 a share on the com- 
mon stock. Gross business for the 
current quarter is reported to be con- 
siderably in excess of the total for the 
second quarter. 

H. H. Franklin Manufacturing Co.— 
The company’s total business in the 
year ended March 3lst last, aggregated 
$31,001,565, this being an increase of $14,- 
561,934, or 88%, over the fiscal period 
ended August 31st, 1919. It is stated that 
the company’s foreign sales showed an in- 
crease of 166% over the previous year. 

New additions are being made to the 
company’s plant at a cost of $1,000,000. 
When these improvements are completed 
by the first of the year the plant will have 
a daily capacity of 75 cars. 

Hare Motors, Inc.—Consolidation of 
the Locomobile Co. and the Mercer 
Motors Co., under the title of Hare 
Motors, Inc., has been approved by the 
directors of both companies, and the 
stockholders will shortly be asked to rati- 
fy the action. It is estimated that the net 
assets of the two ‘consolidating companies 
will exceed $11,000,000. It is stated that 
the consolidation will affect only the man- 


ufacturing companies, the Locomobile fac. 
tory at Bridgeport and the Mercer plant 
at Trenton. The operating company, Hare 
Motors, will continue as the operating and 
distributing company, manufacturing the 
same lines as heretofore. 

Hupp Motor Car Co.—Production 
Maintained. In spite of being an off- 
month for most concerns, the month of 
September was practically a 100% month 
for the company, the average production 
having been about 80 cars per day, as 
compared with,87 cars per day average in 
August. The totl output for the two 
months was, August, 2,270 cars, and Sep- 
tember, 2,081 cars. The company has 
guaranteed to its dealers and distributors 
that it will maintain current prices until 
March Ist, at least. 

Kelly-Springfield Tire Co.—A regular 
quarterly dividend of $1 a share in cash 
and 3% in stock has been declared on 
the common stock, together with a regu- 
lar quarterly dividend of $2 a share on the 
8% preferred stock. Common dividends 
are payable November Ist to stockholders 
of record November 15, while the pre- 
ferred dividend is payable November 15 
to stockholders of record November 1. 

The directors have authorized the sale 
to common share-holders of record Octo 
ber 15, 1920, of 82,018 shares, of common 
stock,. at $1.50 a share, payable 50% No 
vember 10th, when the rights expire, and 
50% by December 10 next. New stock to 
the extent of 35% of the old issue may 
be subscribed for. 

Montgomery Ward & Co.—Septem- 
ber sales of the company aggregated 
$8,213,792, a decrease of 11% compared 
with those for the same month last year 
For the nine months ended with Septem- 
ber sales totalled $82,683,261, an increase 
of 25% over the total for the correspond- 
ing period of 1919. 

National Aniline & Chemical Co., 
Inc.—Annual report for the year ended 
December 3lst, 1919, shows net income, 
after charges and Federal taxes, of #,- 
644,404, which is equivalent, after reduc- 
tion of preferred dividends, etc., to $7.99 
a share on the 395,990 common shares (no 
par) outstanding. This compares with net 
income of $4,220,848, or $4.94 a share on 
the same stock in the preceding year. The 
income account shows that after payment 
of preferred dividends, surplus for the 
year was $3,163,422, against $1,957,968 at 
the end of 1918. 

Otis Elevator Co.—Earnings for the 
current year are expected to run be- 
tween $25 and $30 a share on the out- 
standing common stock. Actual net earn- 
ings available for the common stock for 
the first half of 1920 amounted to $1,355,- 
552, equal to $14.30 a share against $19 
for the full 1919 fiscal year. 

Despite the fact that many prospective 
builders are holding off waiting for a 











We also offer investors the same oppor- 
tunity of taking advantage of prevailing 
low prices in purchasing sound dividend 
paying stocks. 

We shall be glad to furnish you with 
information regarding our 


Partial Payment Plan 


JAMES M. LEOPOLD 
& CO 


o 
Members New York Stock Exchange 


7 Wall Street New York, N. Y. 














MARKET STATISTICS 


N.Y.Times. 

40 Bonds. 
70.58 
70.58 
70.91 
71.13 
71.30 
71.63 
72.03 
72.19 
72.17 
72.30 
72.27 
72.32 


83.82 


Wednesday.. 
Thursday 
Friday 
Saturday 
Monday 
Tuesday 
Wednesday ... 
Thursday 
Friday 
Saturday 


w 
CoOrIaunan SB 


Dow, Jones Avgs. 
20 Indus. 


N. Y. Times. 
7—50 Stocks—~ 
High. Low. 
82.43 80.14 
81.32 80.03 
81.49 79.63 
81.53 80.19 
81.93 80.30 
82.86 81.54 
83 30 81.87 
84.03 82.55 
83.63 82.10 
83 03 81.80 
83.13 81.73 
82.15 81.27 


. Sales. 

1,019,100 
747,500 
941.700 


20 Rails. 
79.70 
80.23 
80.62 
81.33 
82.76 
84.28 
84.30 
83.81 

















878 


THE MAGAZINE OF WALL STREET 





te he hh 


a Tos 


drop in construction costs in cases where 
building can be delayed, gross business 
of the company this year is expected to 
come up close to $50,000,000 It is stated 
that the present volume is slightly below 
the rate maintained during the first six 
months when gross was about $28,000,000. 

Punta Alegre Sugar Co.—Annual re- 
port for the year ended May 3ist, last, 
shows a surplus after taxes and charges 
of $6,690,652, which was equivalent, after 
preferred dividends, to $28.58 a share 
earned on the $11,637,150 common stock 
$50 par value) outstanding. This com- 
pares with a surplus of $1,613,117, or 
$20.87 a share earned on the $3,860,000 out- 
standing common stock in 1919. 

Republic Iron & Steel Co.—Plant 
operations are said to be running at 

95% of capacity, which is about the 
highest rate attained this year. 

The company is said to have sufficient 
rders on its books to keep plants running 
it capacity’ for three months to come, 
vhile incoming business, notwithstanding 
the general slack in buying, represents 
about 50% of output. 

Earnings for the September quarter 
will probably make the best showing for 
iny three months period this year. In 
the June quarter the company earned 
$6.23 a share on its present outstanding 
ommon stock. 

Republic Rubber Corp’n.—Debts Re- 
duced. It is stated that in the last three 
months the company has reduced its 
indebtedness by about $4,000,000, in 
other words, its debts had been reduced 
on September 30th to about $2,500,000 
from $6,443,991, as of June 30th. At pres- 
ent, the inventory on hand and in transit 
shows about $5,000,000, as against $8,- 
972,456 on June 30th last. 

Sears-Roebuck & Co.—Dividend to 
be maintained. A report current in 
Wall Street recently that a part of the 
agreement in connection with the pur- 
chase by a banking syndicate of $50,- 
000,000 of 1, 2 and 3-year 7% notes pro- 
vided for the reduction of the dividend 
from 8 to 6% has been declared by bank- 


ers familiar with the situation to be ab- 
solutely without foundation. The new 
money which the company will derive 
through the sale of these notes, it is 
stated, will provide ample funds to pay 
off ali bank loans and other current in- 
debtedness of the company and place it 
in a strong financial position. It is stated 
also that the company’s business has 
shown a substantial increase since the re- 
duction in prices was made a short time 
ago. 

September sales totalled $16,275,524, 
against $22,025,456 for September, 1919, 
a decrease of about 26%. For the nine 
months ended with September total sales 
were $189,758,666, compared with $162,- 
094,593 for the corresponding period of 
last year, a gain of approximately 17%. 

Swift & Company.—New notes. The 
company has sold to a syndicate of 
bankers $40,000,000 of 5-year 7% notes. 
The proceeds of the issue will be used 
to reduce the company’s floating debt and 
to provide new working capital. 

United Cigar Stores of America.— 
September sales are reported as $6,- 
802,000, which is at the rate of $81,624,- 
000 a year. Last month’s sales .repre- 
sent an increase of $1,902,000, or 38% 
over September, 1919. Sales for the nine 
months ended with September totalled 
$56,564,374, representing an increase of 
$13,600,329, or 31% over the correspond- 
ing period of 1919. 

The company has declared a dividend 
of 10% in common stock, on the com- 
mon stock, payable November 15th to 
stock of record October 29th. With the 
payment of this stock dividend, the com- 
pany will have distributed this year 20% 
in stock and $6 in cash. Distribution of 
this dividend will bring the United Retail 
Stores Corporation’s holdings of United 
Cigar Stores common stock up to 302,454 
shares. 

Virginia-Carolina Chemical Co.—All 
of the outstanding 6% Convertible De- 
benture script of 1914 has been called 
for redemption on October 15th at 102 
and interest, the same being payable at 








BRILLIANT TRADE OPPORTUNITIES IN INDIA 
(Continued from page 818.) 








ture success of American exporters when 
the usual United Kingdom suppliers have 
reached a position where they can quote 
nermal prices and deliveries and when 
the usual channels of trade are opened 
up. Much will depend upon the ability of 
British makers to quote competitive rates. 

It may be stated that the competition 
of America and Japan has largely revolu- 
tionized buying methods in India during 
the war period. India today must be 
considered a highly competitive market 
and requires to be treated with great and 
painstaking attention. Assuming that 
British industrialists are in a position to 
quote competitive qualities, prices and de- 
iiveries, the only way successfully to meet 
American competition is to be actively 
represented by a trained staff in India.” 


British Protective Tariffs 


This sense of panic has led the British 
government to put up an export duty of 
15% on hides and skins except those that 
are exported to countries within the 
British Empire. ‘This is especially inter- 
esting when it is known that 90% of In- 
dia’s supply of hides and skins are ex- 
ported to America, and that India has 
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one-third of the world’s supply of hides 
and skins. 

Furthermore, when it was realized that 
America was taking Germany’s place in 
providing dyes for India, the British 
Government in India issued an order by 
which India was forbidden to import dyes 
from any country excepting Great Britain. 

Until lately 80% of India’s trade was 
in the hands of the British merchants. 
And most of the Indo-American trade was 
carried on through English agents in 
London; and American goods were car- 
ried in British ships. The American 
dealers used to give 25% commission to 
English agents for a sale. The English 
agents gave 5% to the Indian agents. 
Thus for just transmitting a letter, the 
English merchants made 20%. 

Things changed during the war. Indian 
merchants are now buying direct from 
America, a few ships have already begun 
to ply between India and America direct, 
and branches of American banks are 
being opened in different Indian cities. 
America needs India, and India needs 
America. If the business men of the two 
countries will co-operate the results will 
be astounding. 
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It is not necessary to live 
in or near New York in or- 
der to obtain reliable ser- 
vice and careful advice 
when investing money. 
For the benefit of our out- 
ef-town customers we 
maintain a special mail de- 
partment. 

This department keeps 
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vestment situation, and en- 
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estinghouse Electric & Manufac- 
wane Co.—Net earnings, after esti- 
mated taxes and all charges for the four 
months ended July 3ist, last, amounted 
to $4,764,203 equivalent to $2.18 a share 
on the $74,812,650 combined common and 
preferred stock outstanding. Earnings 
were thus at the annual rate of $12.72 a 
share, compared with $10.16 a share for 
the year ended March 3lst, last, and 
$10.05 for the previous year. 

Billings in the four months ended with 
last July were approximately $50,000,000. 
The volume of new orders in recent 
months, however, has shown steady im- 
provement, and with the increased vol- 
ume expected during the fall and winter 
months a gross business of more than 
$160,000,000 for the fiscal year which ends 
March 3lst, 1921, seems assured. 

Western Electric Co.—Current sales 
are said to be running at a higher rate 
than at any other time in the company’s 
history. This applies to both domestic 
and foreign business. For the first eight 
months of the current year billings 
amounted to $119,500,000, on which basis 
domestic sales for the full year should 
reach approximately $190,000,000. Adding 
export business, the company’s total sales 
for the year should aggregate about 
$225,000,000. Unfilled orders on Septem- 
ber Ist, it is stated, amounted to more 
than $85,000,000, compared with $47,500,- 
000 on January Ist last. 








MINING NOTES 


Anaconda Copper Mining Co.—The 
reported closing of three small mines 
of the company is believed to have 
little significance. No appreciable amount 
of ore has been taken out of these prop- 
erties for some time back. When higher 
quotations prevail in the metal market 
operations will probably be resumed at 
these properties, two of which are copper 
mines and the third a lead and zinc pro- 
ducer. 

Magma Copper Co.—August output 
of copper metal was 556,765 lIbs., which 
compares with 865,774 for the month of 
July. In the eight months ended with 
August copper metal output totalled 
6,248,909 Ibs. 

Vanadium Corp’n.—Ore reserves in- 
tact. Reports circulated from time to 
time that the company’s ore reserves 
are petering out are denied em- 
phatically out by President J. L. Replo- 
gle of the company. “As a matter of 
fact,” said Mr. Replogle, “our engineers 
recently discovered an entirely new vein 
of ore. We now have considerably more 
ore than we ever knew we had. Besides 
this, we recently constructed, at a cost of 
less than $50,000, a dam and recovering 
plant from the stream that runs from the 
mines to Lake Pun Run, and by means 
of this we are recovering at the rate of 
$500,000 a year in ore that formerly went 
to waste.” 














PUBLIC UTILITIES 


American Light & Traction Com- 
pany.—Dividend reduced. The com- 
pany has declared a quarterly dividend 
of 1% on the common and a stock divi- 
dend of 134%, together with the regular 
quarterly dividend of 14% on the pre- 
ferred, all payable November lst to 
stock of record October 15th. 

On July 6th a quarterly cash dividend 
of 14% and a stock dividend of like 
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amount was declared. Previous to that 
the company had been paying 24% m 
cash and 24%% in stock quarterly. 

Bell Telephone Co. of Pennsylvania. 
—A special meeting of the st olders 
will be held on December 9th to au- 
thorize an increase in the indebtedness 
of the company to $150,000,000. This 
proposed action is to create a new Ist 
and refunding mortgage to secure the 
$25,000,000 of 7% bonds recently sold 
by the company. 

Cities Service Company.—The Oc- 
tober dividend on the common bankers’ 
shares of the company will be 41.50 
cents a share, the same being payable 
November Ist to stock of record Oc- 
tober 15th. 








OIL NOTES 








Atlantic Gulf Oil Corporation.—The 
new Tampico Refinery of the company 
at Teconate, Mexico, is rapidly nearing 
completion, all the electrical machinery 
having been installed. The plant is 
situated 85 miles south of Tampico and 
will have a capacity of 60,000 barrels 
daily. 

Mexican Petroleum Company, Lim- 
ited.—Estimated earnings. Company’s 
net profits for the year 1920 are ex- 
pected to reach $20 a share, after taxes, 
depreciation, etc., for the 457,300 shares 
of common stock. It is estimated that 
the quarter ended September 30th will 
show gross business of about $4,000,- 
000 monthly, and net profits, after taxes 
and depreciation, in excess of $3,000,000 
for the three months, which would be 
equal, after preferred dividends, to 
about $6 a share on the common stock. 
It is believed that profits for the last 
three months of 1920 will run con- 
siderably higher than for the Septem- 
ber quarter. 

Texas Company.—Stock dividends. 
The directors have decided to recom- 
mend to the stockholders at the annual 
meeting on November 18th that a stock 
dividend of 10% be paid on March 3lst 
next to stock of record December 10th, 


1920. 
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prosperous no matter what the state of 
general industry. People smoke in bad 
times just as they do in good times. The 
comparatively small weekly outlay of the 
average smoker for tobacco is not in 
danger of being reduced very much, even 
if a period of depression does set in. 

The position of the Jarger concerns, 
especially those that grow and manufac- 
ture their products, is exceptionally good. 
The industry is stabilized and there is 
very little likelihood of the sweeping de- 
flationary tendency which has charac- 
terized other industries. While the drop 
in export business has affected the situ- 
ation to a certain extent there is enough 
business in this hemisphere to keep the 
tobacco companies prosperous for a long 
time, and when the European export 
business gets going again, conditions in 
the tobacco industry should be all that 
can be desired. 





T is well known the 

production of petro- 
leum is not keeping pace 
with increasing demand 
and, as the law of “sup- 
ply and demand”’ is op- 
erative in the oil industry 
as in any other, it will 
naturally ‘withstand the 
trend of the times and be 
unaffected by the wave 
of price cutting that is 
becoming general. 
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YIELDING ABOUT 14% 


At Present Low Prices 


We have prepared a circular on a stock which we believe 
to be one of the outstanding opportunities of the present 
market. 


The company is one of the largest of its kind in the world. 
Its net earnings for past year were more than $22,500,000 
—over 40% on its outstanding common stock—total sur- 
plus and reserves over $50,000,000. 


Due to the present depressed market conditions these 
shares can be bought to yield about 14%. 

Dividends are paid and statement of earnings rendered 
monthly. 


Net earnings have increased this year over the preceding 
year so that there should be an enhancement in market 
price as soon as more stabilized market conditions prevail. 


This security enjoys a broad market and we recommend it 
on account of its high income yield and probable market 
appreciation. 


Copy of circular will be sent on request. 
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Invest in Marks and Garman Bonds, 


Anyene familiar with conditions In Germany and with the 
sturdy character, intelligence and love for work of the German 
people, knews that Germany will be back en her feet ia less than 
five years, If given enly half a chance. The former Entente 
powers have come te realize that, for thelr own sake, Germany 
must be afferded that ehance. 

German Marks and German Bonds have almost doubled tn price 
since we first published eur recemmendation broadeast. Vhey are 
still obtainable fer about one-tenth their pre-war value, and, 
im our judgment, offer the greatest opportunity ef the age fer large 

ts within a rather short period of time. Our circulars will 

mailed FREE ON REQUEST. 

We have the bes? connections In Germany — DEVTSGHE BANK, 
DRESONER BANK and DISCONTO GESELLSCHAFT. Our ewn repre- 
sentative is en the ground with headquarters in STUTTGART. 

Thirty-five Years Experience in International 
Banking and Finance. 

Mal? Bank Draft, Certified Check er Money Order with erder, 
and we will invest your Dollars in MARKS or BONDS at our rate 
fer Marks er eur prices for Bends prevailing on the day yeur order 





WOLLENBERGER & CO. 
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STATEMENT OF THE OWNERSHIP, May. 
AGEMENT, CIRCULATION, ETC., Rp. 
QUIRED BY THE ACT OF CONGRESS op 
AUGUST 24,.1912. 


Of The Magazine of Wall Street, publishe 
every other week at New York, N. Y., fy 
October 1, 1920. 


STATE OF NEW YorK } 
COUNTY OF NEW YORK j *™* 

Before me, a Notary Public in and for th 
State and county aforesaid, personally appeared 
G. C. Selden, who, having been duly swon 
according to law, deposes and says that he js 
the Managing Editor of, The Magazine of Wal 
Street, and that the following is, to the best of 
his knowledge and belief, a true statement of 
the ownership, management (and if a daily 
paper, the circulation), etc., of the aforesaid 
publication for the date shown in the above 
caption, required by the Act of August 24, 1912, 
embodied in section 443, Postal Laws and Regu. 
lations, printed on the reverse of this form, 
to wit: 


1. That the names and addresses of the pub- 
lisher, editor, managing editor, and business 
Managers are: - 

Publisher, The Ticker Publishing Co., Inc. 
42 Broadway, New York, N. Y.; Editor, Richard 
D. Wyckoff, 42 Broadway, New York, N. Y.; 
Managing’ Editor, George C. Selden, 42 Broad- 
way, New York, N. Y.; Business Manager, C. G. 
Wyckoff, 42 Broadway, New York, N. Y. 


2. That the owners are: (Give names and 
addresses of individual owners, or, if a corpo 
ration, give its name and the names and ad- 
dresses of stockholders owning or holding 1 per 
cent or more of the total amount of stock.) 
The Ticker Publishing Co., Inc., 42 Broadway, 
New York, N. Y.; Richard D. Wyckoff, 42 
Broadway, New York, N. Y.; Cecelia §S. 
Wyckoff, 42 Broadway, New York, N. Y. 


3. That the known bondholders, mortgagees, 
and other security holders owning or holding | 
per cent or more of total amount of bonds, 
mertgages, or other securities are: (If there are 
none, so state.) None. 


4. That the two paragraphs next above, giv- 
ing the names of the owners, stockholders, and 
security holders, if any, contain not only the 
list of stockholders and security holders as they 
appear upon the books of the company but also, 
in cases where the stockholder or security holder 
appears upon the books of the company as 
trustee or in any other fiduciary relation, the 
name of the person or corporation for whom 
such trustee is acting, is given; also that the 
said two paragraphs contain statements embrac- 
ing affiant’s full knowledge and belief as to the 
circumstances and conditions under which stock- 
holders and security holders who do not appear 
upon the books of the company as trustees, hold 
stock and securities in a capacity other than 
that of a bona fide owner; and this affiant has 
no reason to believe that any other person, as 
sociation, or corporation has any interest direct 
or indirect in the said stock, bonds, or other 
securities than as so stated by him. 


5. That the average number of copies of 
each issue of this publication sold or distributed, 
through the mails or otherwise, to paid subscrib- 
ers during the six months preceding the date 
shown above is (This information is re 
quired from daily publications only.) 

(Signed) GEO. C. SELDEN. 

Sworn to and subscribed before me this 20th 
day of September, 1920. 

JULIUS DOPPLEN, 
{Seal} Notary Public. 
(My commission term expires March 30, 1921. 
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GASOLINE 
NAPHTHA 
FUEL OIL 
LUBRICANTS 


Harvey Crude Oil Company 


Producers, Transporters and Refiners of 


PETROLEUM PRODUCTS 


KEROSENE 
DISTILLATES 
ROAD OIL 


GREASES 
Our Own Production 


REFINERIES } 


GENERAL OFFICES: WALDHEIM BUILDING 


KANSAS CITY, MISSOURI 
OPERATING OFFICE: RICHARDS BUILDING, TULSA, OKLAHOMA 


AUGUSTA, KANSAS 
ALLEN, OKLAHOMA 


LUBRICATING PLANT: TULSA, OKLAHOMA 

















PUBLISHING PROFITS EAT- 
EN UP BY HIGH LABOR 
AND PAPER COSTS 
(Continued from page 833.) 








assets, after deducting $13,893,271 for 


good-will, patents, etc., amount to 
$16.16 a share. 

The stock at present writing is selling 
at about $15 a share, where it is on a line 
with its intrinsic value. On its present 
earnings position, however, it does not 
present much attraction. Since 1918 
earnings have steadily dropped. At the 
end of the June, 1920, statement, the 
company only showed 17 cents a share 
on the capital stock. Dividends there- 
fore appedr to be far off. 

For the immediate future the stock 
is unattractive. 

For the long pull, however, if the 
company can reduce its high operating 
costs, it may gradually work itself into 
the good position it enjoyed before the 
war. 








The New-Book Letter 


BANKING PROGRESS—By J. Laur- 
ence Laughlin, Emeritus Professor 
of Political Economy in the Univer- 
sity of Chicago. 

This volume shows the evolution of 
banking principles from the time when 
“The Baltimore Plan” was first proposed 
in 1894 to the workings of the Federal 
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Reserve System up to date. Some of its 
main topics are: The Depositor and the 
Bank, Banking Reform, The Federal Re- 
serve Act. The intrinsically great value 
of such a work is intensified in this day 
of reorganization. Price $5.10 postpaid. 


WHO WILL ANSWER FOR MR. 
SCHWAB?—by Richard D. Kath- 
rens. 

A very frank and ungloved discussion 
of current economic problems, together 
with a brief review of some of the out- 
standing evils of our industrial system, 
pointing out particularly the menace in 
great fortunes, and the capital character 
of the crimes perpetrated by big business; 
concluding with an appeal to labor - to 
forego the method of the strike, and to 
seek relief in the law. 

Price, $1.60 postpaid. 


THE POSITION OF THE LA- 
BORER IN A SYSTEM OF NA- 
TIONALISM—by Edger S. Furniss. 
The present tendency toward extreme 

nationalism makes timely this illuminating 

study by a Yale professor, of the labor 
problem in England at a time when it was 
held that nations were natural enemies 
competing in a struggle to excel in na- 
tional wealth through monopoly of inter- 
national trade, and that the key to success 
was held by the working classes, whose 
wage rate and standard of living were 
regulated to the end that they should be 
compelled to work hard and continuously 
in the interest of the nation. 

Price, $2.10 postpaid. 


MAKING ADVERTISEMENTS 
AND MAKING THEM PAY—by 
Roy S. Durstine. 

Mr. Durstine is a principal in a success- 
ful advertising agency and it is out of 
his wide practical experience that he has 
written this book, which is in no way 
technical, but in all ways sensible. This 
book doesn’t orate heavily or instruct 
self-consciously, but it does aim to help 
by presenting ideas which stimulate brains. 

Price, $3.10 postpaid 





IN WHICH W. McDONALD 
WIGGINS LEARNS A LESSON 


(Continued from page 841.) 











advance. Quite a number of our sub- 
scribers already hold them on advices 
sent out for months past. Perhaps 
you will have a chance of pick- 
ing up a cheap line if the market gets a 
setback. Others in about the same class 
are the Hudson & Manhattan Ist 5s, Sea- 
board Airline income 5s, New Haven deb. 
6s, and Erie conv. 4s (A B & D)—with 
high-yields and leeway for price improve- 
ment. We would not recommend any of 
these bonds for trust funds or widows, of 
course, but they have a sort of quasi-in- 
vestment background, with sufficient safety 
and speculation to be suitable to any busi- 
ness man, or student of conditions, able 
to watch prices and developments, and to 
cut and run in case of danger. 

Please let us have your other two 
stories, as we know our subscribers will 
be interested —Editor. 








Important Dividend | 
Announcements U. S. Steel Common 
We Specialize in ne _——s 


P 
De M or ocks I have prepared a little chart covering 
troit ot St | To obtain a dividend directly from a com- the fluctuations in this stock from Oc- 
pany, the stock must be transferred into the tober 15, 1917, to September 13, 1918. 
owner’s name before the date of the closing of Puts and Calls closed out for my clients 
the company’s books. during 1918 returned them from $721 to 
. 
( olum ors " q $4,720 Net Profit over their cost price 
l bia Mot | Paidto Div. Similar opportunities, if not better, ex- 


Ann. Amt. Stockof Pay- 
Will be sent on request Rate Name Declared Record able 





Recent circular on 


pected in the coming year. 

. Puts and Calls enable you on a& small 

8% Amer Cigar, ¢.....2 %Q 1015 11-1 cash outlay to take advantage of the 
Cluett Peabody, c.. 2 %Q 10-21 11-1 fuctuations either way with your cost 


LEE, GUSTIN & co. i} Cudahy Pack, 7%,p 3%%S 10-20 11-1 and risk at all times limited to the 


Members Detroit Stock Exchange | % Cudahy Pack, 6%,p 3 %S 10-20 11-1 dollar while profits are unlimited or all 
Detroit Dime Bank Bldg. Michigan %7o Elgin Nat Watch.. 2 %Q 10-23 11-1 2. eS eT 


Hodgman Rubber. .$2 Q 10-15 11-1 


Midy St! € 035081 Q 103 11 | OUT of TOWN CUSTOMERS 


Pere Marq, prior,p 14%Q 10-16 11-1 











Phillips-Jones Co, p 1%%Q 10-20 11-1 My out of town customers who are not 
Mark A. Noble Theedere C. Corwin Se) : In touch with the market are able to 
Unit East Min ($1).15¢ Q 10-8 10-28 take advantage of the fluctuations with 


Am Chic, c ( ).$1 -20 11-1 h 
NOBL EE & Cc ORWI Re m Chic, c (no par Q 10 1 meena gg oun nent es 


Amer Glue, c 10-16 11-1 
25 Broad Street, New York telegraph code enables you to do this. 


Am Lt & Trac, p.. 14%Q 10-15 11-1 Write for Booklet M-W, it explains how 
4% Am Lt & Trac, c. 1 %Q 10-15 11-1 they operate. Price list and a copy of 


Bank, Trust Company Met Am Lt & Tr, c ext.e1y%Q 10-15 11-1 the above chart will be included. 
and Insurance Stocks > Art Met Con ($10).15¢ Q 10-15 10-30 WM. H. HERBST 


Art Met Const, ext.10c ‘10-15 11-30 p 
Table of current statistics Asso Drygoods, Istp 14%Q 11-6 12-1 Dealer in Puts and Calls 
sent upon request Asso Drygoods,2ndp14%Q 11-6 12-1 Endorsed by Members of the N. Y. 
Telephone 1111 Broad y pow Lay c. ne _— = - Stock Exchange 
00 Atch, T&S Fe, c.$1. Q Gs: ‘ 20 Broad Street, New York City 


Atlantic Refining, p 14%Q 10-15 1ll-1 
Brown Shoe, p.... 14%Q 10-20 11-1 Sel. 1007 Mester Metab. cinco 2058 
Butler Bros ($20).62%c Q 10-15 11-1 
Cartier, Inc, p.... 14%Q 10-15 10-30 
We specialize fy .... Cit S, b sh (no p).gg41%e 10-15 11-1 
- Cons Int Cal ($10).50c @Q 12-15 12-30 
Chase National pissenewnes © 3 
% Emer Brant’g’m, p. 14%Q 10-15 
° ° 10% Fajardo Sugar..... 24%Q 1018 11- PUTS & CALLS 
First National 


6% Federal Sug Ref, p 1%%Q_ 10-22 
7% Federal Sug Ref, c 14%%Q 10-22 : 
Bank Stocks 7% Gulf States Stl, Ist p 1%%Q 12-15 If steck market traders 
8% Hays Mfg, p 2 %Q 10-15 understeed the advantage de- 
CLINTON GILBERT $1.50 Hought Co E L, p.75e¢ S 10-15 rived from the use of PUTS & 


New York City Bank and Trust $1.25 Hought Co E L, c.62%c S 10-15 


Co. stocks 7% Idaho Power, p... 14%Q 10-15 CALLS, they would familiarize 


2 WALL ST. NEW YORK 6% Internat’! Nickel, p 14%Q 10-16 ‘ 
Tel. Rector 4848 8% Kelly-Spgf T, 8% p2 %Q 11-1 themselves with their operation. 























$4 Kelly Sp T, c ($25).$1 Q 10-15 


. Kelly Spgf T,cext.e3 %Q 10-15 PUTS & CALLS place a 


4% Kress (S H), c... 1 @Q _ 10-20 ~ -. 
7% Lima Locomotive, p 14%Q 10-15 buyer of them in position to 
$2 re Copper ($5) .50c : ~h take advantage of unforeseen 
$4 Midw Refin °($50).$1 10-1 ‘ 
. Midwest Refin, ext.$1 10-15 happenings. 


& 
Empire Tube 6% Mil El Ry & Lt, p1%%Q 10-20 11- 
7% Moline Plow, 1st p 14%Q 11-17 The risk is limited te the 


6% Moline Plow, 2nd p 1%%Q 11-17 
.... Philip Morris ($10) .10¢ 10-15 of the Put or Call. 

ee 70c Prod & RC, p ($10).17%e Q 10-11 
50c Prod & RC, c ($10).12%e Q 10-11 
6% Pub Ser of N Ill, p 14%Q 10-15 Explanatory beeklet 14 sent upon 
7% Pub Ser of N Ill, c 14%Q 10-15 request. Correspondence Invited. 
Bought, Sold & Quoted 7% Russell Mot Car, p 1%%Q 10-13 


7% Russell Mot Car, c 14%Q 10-13 


7% Santa Cecelia Sug, p 14%Q 10-21 
“Cee S, (No par).28¢ Q 1021 11 GEO. W. BUTLER 


( ompan men $1 S Cec S, c (No par) .25c 
y State t 7% Shaffer Oil& Ref, p1%%Q 9-30 Spe —" 


on Request 10% Stand Motor Cons.. 24%Q 10 4 
12% Templar Motors ... 3 %Q 9-30 
. Templar Mot, c ext2 @Q 9-30 Puts and Calls 


"7% Un Drug, ist p ($50) 14%Q 10-15 
C.W. P ope & Co. 40. 1 Q 1048 Guaranteed by Members of 


.-.. U S Glass, ext.....50c 10-15 New York Stock Exchange 
25 Broad Street $2 Ventura Cons Oil..50c Q 10-15 


New York City 7% West Penn Pwr, p. 14%Q 10-21 20 BROAD ST. NEW YORK 


~~ ggIncludes regular monthly 4% cash dividends i 
Telephone Breet 29 and cash proceeds derived from sale of stock Phones: Rector 9076-9079 


dividends on Bankers Shares. 
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